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[bookmark: _Hlk178327749]ARDS AND NORTH DOWN BOROUGH COUNCIL

A hybrid meeting (in person and via Zoom) of the Audit Committee was held at the Council Chamber, Church Street, Newtownards, on Monday 23 September 2024 at 7.00pm. 
 
PRESENT: -
 
In the Chair: 	Councillor Hollywood
					
Councillors:		Harbinson			McLaren
			Ashe 7.01pm (Zoom)	Thompson 7.41pm (Zoom)
			Cochrane (Zoom)		Wray
			McCollum 

Independent Member:	P Cummings

In Attendance:	NIAO – Brian O’Neill
	NIAO – Richard Ross 7.09pm (Zoom)
[bookmark: _Hlk114771938]	Deloitte – Camille McDermott
		 
Officers:	Chief Executive (S McCullough), Director of Corporate Services (M Steele), Head of Finance (S Grieve) and Democratic Services Officer (P Foster)
1. APOLOGIES

The Chairman (Councillor Hollywood) sought apologies at this stage. 

Apologies had been received from Councillor McKee.

NOTED. 

(Councillor Ashe joined the meeting at this stage via Zoom – 7.01pm)

2. DECLARATIONS OF INTEREST

The Chairman sought Declarations of Interest at this stage.

No Declarations of Interest were declared. Members were reminded that they could declare throughout the meeting.

NOTED. 

3. MATTERS ARISING FROM PREVIOUS MEETINGS 

(a)  Audit Committee Minutes from 24 June 2024

PREVIOUSLY CIRCULATED:- Copy of the above minutes. 

AGREED TO RECOMMEND, on the proposal of Councillor McLaren, seconded by Councillor McCollum, that the minutes be noted. 

(b) Follow-Up Actions 
(File ref: AUD02)

PREVIOUSLY CIRCULATED:- Report from the Director of Corporate Services stating that in line with best practice, the purpose of this report was to make the Audit Committee aware of the status of outstanding recommendations or any outstanding actions from the previous Audit Committee meetings. 



	Item 

	Title
	Action
	Officer
	Status

	September 2023

	6b
	Report to those charged with governance
	· Update on progress in respect of compensation for the vesting of William Street site
	Director of Corporate Services
	Verbal update at Committee

	December 2023

	6b
	Audit and Assessment Report
	· Drafting of formal communications strategy
	Head of Communications and Marketing
	Due December 2024

	June 2024

	11
	Draft Financial Statements
	· Review of Scheme of Allowances to remove the need for Members to claim SRA.
	Head of Finance
	In progress


	12
	Private Meeting with Auditors
	· Need for progress with regard to Governance and Internal Audit issues
	Director of Corporate Services 
	In progress – see item 6a

	
	
	· Members requested earlier release date of draft financial statements
	Head of Finance
	Due June 2025

	
	
	· Need for additional meeting to be considered during Annual Meeting
	Director of Corporate Services
	June 2025




RECOMMENDED that Committee notes the report.

The Head of Finance provided members with a brief overview of the report highlighting the salient points within it.

AGREED TO RECOMMEND, on the proposal of Councillor McCollum, seconded by Councillor Harbinson, that the recommendation be adopted.
4. CORPORATE GOVERNANCE
(A)Policy Register Status

PREVOUSLY CIRCULATED: - Report from the Director of Corporate Services which explained that as members would be aware, the Council operated in compliance with many internal/external facing policies which had been developed by officers.  

A register of all live policies had now been established to ensure that all policies could be located with ease and to ensure that the correct version was being used. The register could be found on ANDi (Publications/Policies) and contained the following details for each policy:

· Policy / Decision / Strategy / Plan	
· Screening Number
· Policy name 	
· Description
· Relevant Service
· Current Status
· Date of issue	
· Latest version 
· Date of review
· Owner/Job Title
· Policy format	
· Link
· Notes (if applicable)

The ANDi site also contained the Policy Development Process which was a step-by-step guide for creating a policy.  To ensure consistency there was also a template front page for each policy going forward.  

This would be communicated to all HOST and SUMs through the Governance Briefings (The Role of Heads of Service and Service Unit Managers) that were taking place in September and October 2024. 

RECOMMENDED that Council note this report.

AGREED TO RECOMMEND, on the proposal of Councillor Wray, seconded by Councillor McCollum, that the recommendation be adopted.
5. EXTERNAL AUDIT
(a) [bookmark: _Hlk114656452]Draft Report to those Charged with Governance

PREVOUSLY CIRCULATED: - Copy of the above report from Northern Ireland Audit Office (NIAO).

RECOMMENDED that the report be noted.

At this stage the Chairman welcomed Mr Brian O’Neill to the meeting and invited him to make comment on the report.

Mr O’Neill guided members through the Draft Report to those charged with Governance, highlighting the salient points within it, noting that the Local Government Auditor had reported on the 2023-24 financial statements with an unqualified audit opinion, without modification.

(Richard Ross, NIAO joined the meeting at this stage via Zoom – 7.09pm)

Councillor McCollum proposed, seconded by Councillor Wray, to note the report.

Councillor McCollum welcomed the report tabled before them from the NIAO commenting that it was well laid out and user friendly. Referring to Finding 1 – Energy Costs pertaining to the Serco Contract on Page 11, Councillor McCollum noted that £600,000 was a significant amount of money and as such she asked at what stage that could have been brought to the attention of elected members. She also asked if it was likely that a similar situation could arise again. 

In response, the Head of Finance advised that at the outset the contract was made available to all perspective bidders and that detail had been included as part of the overall procurement process. He stated that a variation had been put in place during the 2023-24 year adding that the overall contract itself was over 200 pages. The Head of Finance stated that he believed the Council had received value for money on this occasion due to the competitive process that had been run in 2012. 

In relation to the recommendation that incentives had capped limits put onto them, Councillor McCollum asked if that had of been in place in this case was that something which would have reduced the amount of windfall payable to Serco.

The Head of Finance indicated that it was difficult to know as the limits set on it would need to have been known. He advised that while he had been involved with the management of the Contract over the past ten years he had not been part of the initial procurement panel and as such he was unsure what other way the contract could have been constructed. 

In relation to Finding 2 – Procurement of Bangor Art Regeneration Project, Councillor McCollum noted that the NIAO had endorsed the approach adding that she was aware of the amount of work which had been undertaken during the summer by the Chief Executive along with Council officers. As such she hoped the general public would be reassured by this. Continuing Councillor McCollum then referred to Page 29, Recommendation 1 – Disposal of Ards Leisure Centre and the outstanding compensation of £1.8M. She asked if that valuation still remained current and sought an overall update on the matter.

The Director of Corporate Services confirmed that the Council had provided the DSO with two additional Supplementary Statutory Declarations and the Council’s solicitor was feeling more confident about bringing the matter to a conclusion. He added that the matter was now at the discretion of the DSO noting that both DfI and Translink were to progress the matter.

Referring to the Finding 1 – Energy Costs pertaining to the Serco Contract on page 11, Councillor Wray voiced major concern with this matter. He noted that Serco had been given the  £600,000 for the period between 2014 to 2023, adding that he was amazed by that figure. He expressed the view that a contract drawn up in that manner was disingenuous and added that this was ultimately ratepayers money. Continuing he noted that the Auditor had indicated that should not have taken place and recommended that it did not happen again and as such he did not believe that did represent good value for money. Finally he acknowledged that while the matter was complex it was half a million pounds which could have been invested in the Borough.

The Head of Finance indicated that he understood members concern particularly as £600,000 was a large amount of money.  This was a recommendation based upon one element of the entire Management Fee and when the contract was taken as a whole what was being focused on was five to six pages of the overall 200 page document. He reiterated that it was believed that Council had received value for money based on the process followed at the outset.

Councillor Wray referred to the target which had been set by the Council and asked if Council believed at the time that this would happen.

The Director of Corporate Services confirmed that Council would have gone out with a Tender for which there would have been many bidders and within that a number of assumptions would have been made. One of those assumptions would have been around energy consumption being fixed and bidders would have responded on the basis. If they were of the view that they could do better than that, it would have been reflected in the totality of the price which they were willing to offer as part of a competitive process. If the energy responsibilities had been set up differently it was officers view that the Council would not necessarily be any better off as a result of this. 

At this stage Councillor Wray asked if there was an issue which elected members had a concern about what the process was to bring it to the attention of the Audit Committee. Also in terms of matters such as this he asked if it was possible for members to receive the totality of such issues. 

Members were advised of the procedures and Standing Order around matters of Any Other Notified Business. The Director of Corporate Services reminded members that the report before them had been produced by the NIAO within which it had articulated its findings and recommendations.  Management responses were sought as part of the report and as the report was only received by Council last Thursday, management had not yet had the opportunity to make those responses.  As such those responses would be brought to the next meeting of the Audit Committee and would largely be based upon the comments made by both him and the Head of Finance. 

At this stage Councillor McLaren commented that the sum of half a million pounds was quite eye watering and she asked if it was normal practice.

In response the Head of Finance stated that he had not been involved in the procurement of this contract which had been undertaken by the legacy Council. However he indicated that he was aware through a level of understanding of such matters that this was a model contract which had been supplied by legal advisers at that time. He added that as far as he was aware it had been based upon similar contracts in use throughout Great Britain.

Councillor McLaren asked if the Council had any contracts currently in place which were similar to this one.

The Head of Finance advised that as far as he was aware this was unique for Council largely due to the size of the facility and the contract.

Continuing Councillor McLaren asked if the figure of £600,000 had been given out as a lump sum or a yearly sum in addition to their management fees.

In response the Head of Finance confirmed that this was not in addition to the management fee but instead was part of the overall price paid and was dependent upon consumption and the price, therefore the sums varied from year to year.

From an outsider perspective Councillor McLaren commented that this did not look good and as such she questioned why the Serco contract had not been provided in its totality. 

The Head of Finance indicated that was the way the contract had been constructed and why the recommendation had focused on just one element of the management fee was really a question for the Auditor. 

At this stage Councillor Harbinson noted the Auditor’s comments at the bottom of Page 11 which detailed that:

“We do however note that a contract variation was put in place in the 2023-24 year and the Council now pay the actual energy costs on behalf of Serco”.

As such he asked if the Council would see a slight revision downwards in respect of the Management Fee in that case.

In response the Head of Finance advised that another element of the management fee was a surplus in the Council’s favour and the Council had always benefited from that. As such he stated that this underlined the importance of looking at the payment mechanism in its entirety.

At this stage Mr Cummings indicated that he was not as concerned as many of the elected members were as he was aware of how complex and difficult contracts of this nature were to understand and administer. He expressed the view that everyone would greatly benefit from understanding the entire contract, as one little bit of the contract had been extracted for consideration where it was clear profit was being made. As such he believed that to be an unfair way to look at the contract and instead what needed to be considered was how it had been set up at the outset. He asked officers to bring back a wider paper which would allow elected members to consider it in its entirety. He added that it would appear to be the case that Management’s response would take a different view from the Auditor and the Committee would be asked if it was content with the Management response or not.

The Head of Finance indicated that he would be able to provide that.

Thanking Mr Cummings for his comments, Councillor McCollum indicated that she felt more assured adding that members of the Audit Committee needed to have a greater understanding of what was included in contracts such as this. She also added that when the papers had initially been circulated to members of the Committee the report from the NIAO had not been included. As such she presumed that it had come in late and management had not had the opportunity to formulate its response. 

The Director confirmed that the report had been finalised last Thursday evening and in order to get it to members in a timely manner it had been circulated without a management response. 

Councillor McCollum indicated that it would be very beneficial for members to have sight of such weighty documents as soon as possible in advance of any meeting. 

At this stage Mr O’Neill welcomed the comments which had been made and informed the Committee that the Audit remained ongoing and was a time consuming process. He added that it was not unusual for a draft report to be circulated without management comments and continuing he stated that it was a tight timeframe for the Audit Office and as such he asked members to bear with them every year.

(Councillor Thompson joined the meeting at this stage via Zoom – 7.41pm)

Mr Cummings asked about process at this stage noting that management responses would be brought to the next meeting of the Committee, thereby meaning it would be six months before the Council received the Final Report to those charged with Governance.

The Head of Finance confirmed that it would be the December meeting of the Audit Committee.

Mr Cummings questioned how a final report could be agreed without the Committee having agreed the management response. 

At this stage Mr O’Neill reminded members that the Final report would be between the NIAO and Council officers. Additionally an Annual Audit Letter would be produced by the end of November and there could be a knock on effect on that if the there were delays to finalising the report to those charged with governance. 

A discussion ensued on the best way forward and a single item agenda meeting was suggested.

Councillor Wray proposed, seconded by Councillor McCollum, that a further meeting of the Audit Committee with a Single Item Agenda was held in advance of the next scheduled meeting in December 2024.

AGREED TO RECOMMEND, on the proposal of Councillor Wray, seconded by Councillor McCollum, that a further meeting of the Audit Committee with a Single Item Agenda was held in advance of the next scheduled meeting in December 2024.

[bookmark: _Hlk146011915]6. 	INTERNAL AUDIT
(a) Progress Report 2024/25 Deloitte

i. Park and Cemeteries Service Review
ii. Economic Development Service Review

PREVOUSLY CIRCULATED: - Copy of the above reports from Deloitte.

The Chairman invited Camille McDermott, Deloitte to present her report.

Ms McDermott advised that this was a quarterly progress report for the conclusion of the first quarter of 2024/25. Two reports had been completed and brought to the Committee for consideration and field work had also been completed on a further two service areas. Members were advised that Service Reviews took into consideration Service Planning, Budgetary Control, Risk Management and Performance Monitoring and Reporting, in essence a more strategic approach was adopted. 

The first report was the Parks and Cemeteries Review which received a Satisfactory Assurance with no Priority 1 Findings, 1 Priority 2 Finding and 1 Priority 3 Finding. 

The second report was the Economic Development Service Review which received a Satisfactory Assurance with no Priority 1 or 2 Findings and 2 Priority 3 Findings.

For both reports Ms McDermott commented that while they were pleased to see fewer recommendations coming through the consistent which was coming through across all of the Service Reviews had been how those services were looking at their Risk Registers, how they were discussing Risk and how they proposed to make it more than just a once a year exercise. 

Questions were sought from members of the Committee at this stage.

Thanking Ms McDermott for the very helpful reports which had been circulated, Councillor McCollum expressed the view that it was preferable that Risk was a standing item of consideration by all services and she could not understand why that was not already embedded and in place. Continuing she specifically referred to the Economic Development report where risk was looked at bi-annually and quarterly and in her opinion quarterly would be the preferred option to provide a more fluid and regular update.

Ms McDermott indicated that while Services were managing Risk currently, they would like to see a more strategic view of Risk being undertaken by them. It was also noted that further recommendations had been made in relation to updating the Risk Strategy including training.

At this stage the Head of Finance advised that as part of the Budget Setting Process this year the Finance Team were working with Strategic Transformation and Performance to encourage teams to consider actions from their risk registers to assist in informing the budget setting considerations.  He added that they needed to be considered as tools to assist officers to run their business rather than administrative exercises.  It was further noted that Governance Workshops were being held for Heads of Service and Service Unit Managers to illustrate how those interact with each other and how they could assist them to carry out their role. 

Councillor McCollum proposed, seconded by Councillor McLaren that the reports be noted.

Ms McDermott drew members attention to Appendix 2 of the Progress Report which detailed Outstanding Recommendations highlighting that at the last Audit Committee meeting there were 50 Recommendations outstanding. Since then a number of those had been closed and that figure had subsequently reduced to 42, with six of those not yet due. The team would encourage the Council to continue to progress through those issues and they were hopeful that figure would continue to reduce. 

Councillor McCollum referred to Page 14 of the Progress Report which detailed the Outstanding Recommendations welcoming that eight had been closed off but also asked if members should be concerned that 42 still remained outstanding.

In response Ms McDermott noted that some had been outstanding for a while now however she was aware that Council was actively working through them. She suggested that the focus should be those Priority 1 Recommendations of which there were two and from a Committee perspective she believed that the focus should be on those Priority 1 and 2 Recommendations. 

Continuing Councillor McCollum referred to Page 22 noting that particular recommendation in relation to Overtime, Flexi and TOIL had been ongoing now for quite some time, with a fifth target date now being worked towards. Similarly targets for Procurement had been ongoing since April 2022 along with Absence Management. She believed that this one was vague and could be tightened up in a number of ways.

To highlight the point noted on Page 22 by Councillor McCollum, Ms McDermott suggested that where there had been a number of different target dates it may have been the case that for some of those recommendations the planned management action may not proceed due to cost implications. As such the Auditors would encourage the Council to consider what alternative measures could be considered to deal with that risk.

At this stage the Head of Finance referred to Page 22 and the cost of £5,000 associated with the implementation adding that it had been hoped to recruit an officer to carry out that work as was the case with the implementation of the recommendation on Page 32. Unfortunately recruitment exercises had been unsuccessful and as such considerations remained ongoing with HR colleagues to see if that was something which could be taken forward internally. In respect of the outstanding recommendation for Procurement he advised that similarly there were recruitment issues and as such other options were being considered at this stage. He added that undoubtedly the organisation as a whole was currently experiencing difficulties with recruitment.

AGREED TO RECOMMEND, on the proposal of Councillor McCollum, seconded by Councillor McLaren, that the reports be noted.
7.	ANY OTHER NOTIFIED BUSINESS

The Chairman advised that there were no items of Any Other Notified Business.

NOTED.

EXCLUSION OF PUBLIC/PRESS

AGREED TO RECOMMEND, on the proposal of Councillor McCollum, seconded by Councillor Harbinson, that the public/press be excluded during the discussion of the undernoted items of confidential business.
8.    SINGLE TENDER ACTIONS UPDATE
	(File Ref: 231329)

***IN CONFIDENCE***

Item 8 – Single Tender Action Update 

3. Exemption: relating to the financial or business affairs of any particular person

The Committee were asked to consider a report detailing an update on single tender actions since the last update was provided in June 2024.

The recommendation was adopted.
9. 	FRAUD, WHISTLEBLOWING AND DATA PROTECTION MATTERS

***IN COMMITTEE*** 

NOT FOR PUBLICATION SCHEDULE 6:3– INFORMATION RELATING TO THE FINANCIAL OR BUSINESS AFFAIRS OF ANY PARTICULAR PERSON (INCLUDING THE COUNCIL HOLDNG THAT INFORMATION)
10.    MEETING WITH NI AUDIT OFFICE AND INTERNAL AUDIT OFFICE IN THE ABSENCE OF MANAGEMENT

***IN CONFIDENCE***

NOT FOR PUBLICATION SCHEDULE 6 – INFORMATION RELATING TO THE FINANCIAL OR BUSINESS AFFAIRS OF ANY PARTICULAR PERSON (INCLUDING THE COUNCIL HOLDNG THAT INFORMATION)

RE-ADMITTANCE OF PUBLIC AND PRESS

AGREED TO RECOMMEND, on the proposal of Councillor McLaren, seconded by Councillor Harbinson, that the public/press be re-admitted to the meeting.

TERMINATION OF MEETING 

The meeting terminated at 8.52pm.
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