TELFORD & WREKIN COUNCIL
AUDIT COMMITTEE 23rd SEPTEMBER 2009

COUNCIL 30th SEPTEMBER 2009
AUDIT COMMITTEE ANNUAL REPORT 2008/09 
REPORT OF THE INTERIM CORPORATE DIRECTOR RESOURCES
1 PURPOSE

1.1 To present to the Council an Annual Report on the operation of the Audit Committee during 2008/09.
2 RECOMMENDATIONS

2.1 That Members of the Council note the contents of the annual report 2008/09.

3 SUMMARY

3.1 The Audit Committee was separated from the Standards and Audit Committee for the municipal year 2008/09. The key benefits of the Audit Committee can be seen as:
· raising awareness on the need for internal control and the implementation of both internal and external audit recommendations.

· increasing public confidence in the objectivity and fairness of financial and other reporting.

· reinforcing the importance and independence of internal and 
external audit.

· providing additional assurance through a process of independent and objective review by a cross party group of elected members including challenging Cabinet Members and Senior Officers.
3.2 As the key assurance Committee of the Council it is accepted best practice that an Annual Report is presented to the Council on the operations of the Committee during the municipal year. This action was included in the Annual Governance Statement 2008/09 action plan.

3.3 This is the first report to Council on the operations of the Audit Committee and is structured based on the terms of reference (attached as Appendix A and operational during the year).  Appendix B (attached) provides a summary of the business conducted by the Committee during the period under each section of the terms of reference. 

4 PREVIOUS MINUTES

4.1 None
5 INFORMATION – ANNUAL REPORT 2008/09
5.1 Internal Audit
5.1.1 The Internal Audit team has continued to provide the Committee with reports on their activities and highlighted areas requiring attention by members.

5.1.2 The Committee requested towards the end of the year additional information in respect to budgeted and actual Internal Audit time and this has been incorporated into quarter 4 2008/09 and 2009/10 update reports.
5.1.3 As a result of Internal Audit reports the Committee invited the Head of Leisure and Culture to come to the Committee to provide assurance that improvements to Leisure Centre controls were being implemented and appropriate action being taken. This was a useful meeting enabling the Committee to raise their concerns and be satisfied that action was being taken.

5.1.4 The 2007/08 Internal Audit Annual report provided an opinion on the assurance framework and control environment in addition to other information which demonstrated very good performance by the Internal Audit team.

5.1.5 The Internal Audit team are part of the CIPFA benchmarking group and the analyses of the results were presented to the Committee. Again demonstrating that the Internal Audit team provide value for money and compare well with other unitary authorities.

5.1.6 The Internal Audit Plan for 2009/10 was presented and approved by the Committee at the March 2009 meeting.

5.2
External Audit
5.2.1
The External Auditors Annual Audit & Inspection Plan 2008/09 was presented to the Committee on two occasions and was agreed following fee and risk negotiations between officers and the auditors.

5.2.2 The Interim Final Accounts Report 2007/08 was presented and considered by the Committee with 3 medium and 2 low level recommendations made (total of 5).

5.2.3 The Annual Governance report 2007/08 – ISA 260 with 3 priority 2 recommendations being made. Further information was provided on adjustments made to the accounts.

5.2.4 Following completion of the accounts and Use of Resources assessment the Annual External Audit report 2007/08 was reviewed by the Committee. It was a reassuring report with unqualified accounts and some improved scores for Use of Resources. However members should note that the inspection and reporting regime has been changed for 2008/09 introducing a much “harder test”.
5.3
Risk Management
5.3.1 The Committee has responsibility to oversee and seek assurance that the Council’s risks are being managed properly.  The Committee received 3 updates on the key strategic risk register during the year and in March the Cabinet Members for Regeneration and the Environment attended with the CD E&R to reassure the Committee on the management of the Housing growth risk.

5.3.2 The Committee has also requested more detailed descriptions in respect to the impact if the risk occurred. Also that the further actions should all have a deadline. These changes are being incorporated in the September 2009 review.

5.4 Governance

5.4.1 The Annual Governance Statement 2007/08 was approved after consideration of the supporting information including the review of the effectiveness of the system of internal audit.

5.4.2 The Committee again reviewed their effectiveness by way of a survey to members and key officers. Out of this further work has been carried out but the Committee has concluded that currently no co-opted members are required to bring added skills to the Committee.
5.5 Statement of Accounts 2007/08
5.5.1 The Statement of Accounts were reviewed prior to recommendation to Council for approval. The meeting was preceded by a session with key Finance staff who explained the statements and the changes that had occurred during 2007/08.  This format is to be repeated for the 2008/09 accounts in September 2009.
5.6 Fraud & Corruption

5.6.1 The updated Anti-Fraud and Corruption Policy 2008 was approved by the Committee and recommended for adoption by the Council in September 2008. The annual report on activity was received in July 2009.

5.6.2 Monitoring by the Committee of the Speak Up policy was undertaken at the March 2009 meeting.
5.7 Complaints

5.7.1
The Committee did not review complaints until the 2009/10 municipal year when the 2008/09 Complaints Annual Report was presented.
5.8 General

5.8.1 The Committee reviewed its Terms of Reference in September 2008 and incorporated responsibilities in respect to Anti-Fraud & Corruption.

5.8.2 The Committee also considered how it would relate/work with the Value for Money Scrutiny Group. It agreed that as there are 2 common members that no formal links needed to be set up at the current time.

5.8.3 Three members of the Committee attended external training provided by Price Waterhouse Coopers This reinforced the activities and approach of the Committee.
5.9 Conclusion for 2008/09

5.9.1 The Committee has had a productive year and sought assurance for Members and the Community on the audit, governance, risk management and financial statements of the Council.

5.9.2 Having a dedicated Audit Committee has allowed the committee members to get to know the processes across the Council. This more detailed insight has enabled the committee to challenge and provide assurance.

5.9.3 The Audit Committee and Internal Audit team have been assessed and performed well in external assessment as part of the Use of Resources.
5.10 The future 2009/10

5.10.1 The Committee is not complacent and understands that the Council is about to face some significant challenges and that it must continue to seek and provide appropriate assurance. Most notable are the changes to the regulation and inspection regime, the International Financial Reporting Standards and the Committee’s revised role in monitoring the Treasury Management activities of the Council.
5.10.2 The Committee will continue to seek assurances from strategic risk owners and Heads of Service in respect to governance, risk and controls.

5.10.3 The Committee has identified some areas for additional training and these are scheduled for October/November 2009.

5.10.4 There was a vacancy on the Committee from June to September 2009. However the new member will be provided with appropriate induction training by the Audit & Risk Manager. The training planned for the autumn alongside support from existing Committee members will help to ensure that they can develop and contribute to the operations of the Committee.
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OTHER CONSIDERATIONS
	AREA
	COMMENTS

	Equal Opportunities
	Internal reports to the Committee consider any appropriate equalities/diversity issues. If raised during the meeting they would be referred to the appropriate officer and if required cabinet member.

	Environmental Impact
	Internal reports to the Committee consider any appropriate sustainability issues. If raised during the meeting they would be referred to the appropriate officer and if required cabinet member.

	Legal Implications
	Although Audit Committees are not a legal requirement they are good practice as defined by CIPFA and the Audit Commission.

	Links with Corporate Priorities
	The Audit Committee contributes to the Governance sub priority within the Modern, Effective Council Priority Plan (7).

	Risks and Opportunities
	The Audit Committee has an assurance role in the management of the Council’s risks and opportunities.

The Chairman of the Committee is responsible for the management of the risks and opportunities associated with the committee but supported by appropriate officers.

	Financial Implications
	There are no financial implications arising from this report. The Audit Committee and support arrangements are fully funded within existing budgets.

	Ward Implications
	The operations of the Audit Committee encompass all Council activities and all Council locations. Therefore all Council Wards are affected by its operations.
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APPENDIX A

FUNCTIONS, POWERS AND DUTIES OF 

AUDIT COMMITTEE

Delegated matters (i.e. Matters which can be decided (resolved)

Internal Audit

1.
The approval (but not direction) of, and monitoring of progress against, the internal audit strategy and plan.

2.
Review summary internal audit reports and the main issues arising and seek assurance that action has been taken where necessary.

3.
To be able to call senior officers and appropriate members to account for relevant issues within the remit of the Committee – governance, internal audit, risk management, statement of accounts and external audit.

4.
The Committee will not receive detailed information on investigations relating to individuals.  The general governance principles and control issues may be discussed, in confidential session if applicable, at an appropriate time, to protect the identity of individuals and so as not to prejudice any action being taken by the Council.

External Audit

5.
Review and agree the External Auditors annual plan, including the annual audit fee and receive regular update reports on progress.

6.
To consider the reports of external auditor.

7.
Meet privately with the external auditor once a year, if required.

8.
Ensure that there are effective relationships between external and internal audit that the value of the combined internal and external audit process is maximised.

Risk Management


Recognising that Risk Management is a Cabinet function, the Committee should:-

9.
Seek assurances that the authority’s risk management arrangements are effective and operating within Council policy and review the Annual Risk Management report to Council.

10.
Seek assurances that action is being taken on risk related issues identified by auditors and inspectors.

Governance

11.
Be responsible for the review and approval of the authority’s Annual Governance Statement ensuring that it properly reflects the risk environment and any actions required to improve it.  Following approval, it should recommend its inclusion in the Accounts.
12. Consider the effectiveness of the control environment including reviewing the Council’s Code of Corporate Governance and other corporate governance arrangements to ensure compliance with best practice.
Statement of Accounts

13.
Review the Statement of Accounts, external auditor’s opinion and reports on them to members and monitor management action in response to the issues raised by external audit.

Fraud & Corruption

14.
To approve the Anti-Fraud and Corruption Policy for adoption by the Council, and to review it at least once every 2 years.

15.
To approve the Speak Up Policy (‘whistle blowing’) for adoption by the Council, and to monitor its operation. This policy will be reviewed at least once every two years.

Complaints


Recognising that Complaints/Compliments are a Cabinet function, the Committee should:-

16.
Review the Annual Complaints Report and seek assurances that the Council is improving in response to complaints raised.

General

17.
The meetings will follow the principles of scrutiny, i.e. no party whip will be applied and a constructive, evidence based approach will be used.

18.
To ensure that adequate training is received by the members of the committee on the areas covered by the terms of reference 1 – 16 above.

19.
To ensure that any sensitive or confidential information obtained as a result of membership of the Committee is treated as confidential.

20.
Annually review their effectiveness and their terms of reference.

APPENDIX B

AUDIT COMMITTEE ACTIVITY 2008/09

	Area
	Activity

	Internal Audit
	Annual Report 2007/08

Quarter 4 2007/08 Update report 

Quarter 1 2008/09 Update report

Quarter 2 2008/09 Update report

Quarter 3 2008/09 Update report

Head of Leisure & Culture attended to respond to concerns in respect to Internal Audit reports.

CIPFA Internal Audit Benchmarking results and analysis



	External Audit
	Annual Audit & Inspection Plan 2008/09

Interim Report on 2007/08 final accounts work

Annual Governance Report (ISA 260) 2007/08

Annual External Audit Report 2007/08



	Risk Management
	Review of the Key Strategic Risk Register May 08

Review of the Key Strategic Risk Register Sept/Oct 08

Review of the Key Strategic Risk Register Jan 09

Review of updated Risk Management Strategy 2008

Update from Corporate Risk Management Group

Discussion with risk owners (Cabinet members and Corporate Director E&R) re risk 10 – Housing Growth 



	Governance
	Annual Governance Statement (AGS) 2007/08

October 08 – half yearly review of the action plan from the AGS

Review of the Effectiveness of the System of Internal Audit

Review of the Effectiveness of the Audit Committee



	Statement of Accounts
	Review of Statement of Accounts 2007/08



	Fraud & Corruption
	Agree revised Anti-Fraud & Corruption Policy

Update on the use of the Speak Up Policy



	Complaints
	Annual report 2008/09 reviewed in 2009/10



	General
	Consideration of requirement for Co-opted members

Terms of Reference reviewed September 2008

Discussed links between Audit Committee and Value for Money Scrutiny Committee
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