
AUDIT COMMITTEE
Minutes of a meeting of the Audit Committee held on Tuesday, 16th June 2009 at 6.00pm in the Reception Suite, Civic Offices, Telford
PRESENT:
D.Wright (Chairman), I.T.W.Fletcher (Vice-Chairman), R.K.Austin, L.Lomax and W.L.Tomlinson.
OTHER MEMBERS PRESENT: Councillor R.G. Chaplin – Cabinet Assistant: Adult & Consumer Care and G.Ashcroft.

OFFICERS PRESENT: Ken Clarke – Head of Audit & Finance, Jenny Marriott – Audit & Risk Manager, Rob Montgomery – Group Auditor, Mike Atherton – Head of Prevention & Protection and Andrew Roberts – Democratic Services Officer. 
AUC-1
MINUTES
RESOLVED – that the minutes of the meeting of the Audit Committee held on 31st March 2009 be confirmed and signed by the Chairman.

AUC-2
APOLOGIES FOR ABSENCE

None.
AUC-3
DECLARATIONS OF INTEREST

Councillor L.Lomax – Member of NHS Telford & Wrekin.

Councillor R.K.Austin – Governor of the Hadley Learning Community (HLC). 
Councillor I.T.W.Fletcher – Governor Redhill Primary School.
AUC-4
STRATEGIC RISK 37 – FAILURE TO CONTINUE TO PROVIDE KEY SERVICES IN THE EVENT OF A SIGNIFICANT BUSINESS INTERRUPTION
The Committee were referred to the previous meeting during which it was agreed that the Corporate Director: Adult & Consumer Care and the Cabinet Member: Adult & Consumer Care be invited to address the Committee on Risk 37 within the Key Strategic Risk Register in particular to the failure to continue to provide key services in the event of a significant business interruption. It was noted that both the Corporate Director: Adult & Consumer Care and Cabinet Member was unable to attend the meeting so the presentation was provided by the Head of Prevention & Protection and Councillor R Chaplin the Cabinet Assistant was present at the meeting.
Members were informed that during the strategic risk review that had been undertaken in January 2009 it was recommended that risk 1 (failure to respond effectively to major disaster or emergency) which included both emergency planning and business continuity planning needed to be separated out into two distinct risks. This led to the creation of risk 37 – failure to continue to provide key services in the event of a significant business interruption. Members were informed that the briefing would provide an update on business continuity planning as had been requested.
In accordance with the requirements of the Civil Contingencies Act 2004 the Council had prepared and put in place a corporate business continuity plan with a series of service related plans by March 2007. Shortly after the enactment of the CCA deadline a new British Standard had been introduced for business continuity. This standard introduced an enhanced requirement for business continuity arrangements. In the Summer of 2008 the Adult & Consumer Care portfolio appointed a part time secondment post of a Project Officer – Civil Resilience to lead the work on reviewing and updating business continuity processes across the Council.
Members were informed that on 9th January 2009 Cabinet had approved a new business continuity management strategy for the Council. This provided a framework for the identification of priority services, the development of business continuity plans, and the identification of lead responsibilities for activating and resourcing those plans. The Project Officer Civil Resilience had worked with Corporate Directors and Heads of Service to establish the priority services that would form the core services for which the corporate business continuity plan would respond. These had been reviewed at portfolio leadership teams and broadly approved at Corporate Management Team and were now in a final draft form. 

These priority services had not yet progressed to CAPS or Cabinet for approval because of the recently announced corporate re-structure which may impact on their relative priority. These would be subject to further review by the relevant portfolio leadership teams once the restructure was completed. The revised project plan that had been prepared for the review and updating of the corporate business continuity plan including development of recovery strategies now indicated completion by September 2009. These Recovery Strategies would detail the minimum staff, premises, equipment and information required to keep the service running at the minimum acceptable level.

Once the corporate business continuity plan had been approved a programme of training and plan validation would be developed and implemented. This would inevitably lead to further changes to the plan and related procedures.

The Committee were then referred to a number of incidents that the Council had experienced and the actions that had been taken thus enabling the Council’s business continuity plans to be tested and validated. Members were reminded of the recent fire at Granville House, business continuity plans were implemented immediately which meant disruption to service was minimised. However, the Council had not experienced a major business disruption affecting multiple services since the power failure at the Civic Offices in February 2007, and that was short-lived. 

Members were requested to recall the national media coverage about a shortage of rock salt to grit roads. This had emerged because there had been an exceptional level of snowfall during the winter of 2008/09 compared to previous years (the worst for 18 years). In response to this situation the Council initiated a short-notice business continuity planning exercise bringing together 47 representatives of a diverse range of service / sector interests on 13th February 2009.

The purpose of this exercise was to enable delegates to consider implications for their organisations and service delivery from the emerging scenario and to validate their business continuity arrangements. The event was well received, with constructive challenge prompting all participants to review and improve their business continuity arrangements for this specific scenario and in a wider context. Consequently, an Action Plan had been developed which would be incorporated into the revised Corporate Continuity Plan.

In May 2009, Risk 37 was reviewed again with the Corporate Resilience Steering Group to reflect the current situation. Controls and Actions were amended although the residual score remained the same. 
The Committee were referred to the ongoing Swine Flu situation that emerged as a potential threat when the World Health Organisation raised the pandemic alert level to 5 of 6. Heads of Service were advised to revisit their current Business Continuity Plans to ensure they were robust enough to respond to the potential staff shortages which could ensue following a pandemic. It was also reported that Council Services had been prioritised and immediate focus had been identified for a number of critical services which included Care assessments for Adults and Children and Revenue and Benefits. These service priorities would be further reviewed following the corporate re-structure. Details of the priority level given to the proposed critical services were also provided to the Committee.
Councillor L Lomax expressed concern that the review of the plan had been deferred and she enquired as to the robustness of the existing plan. The Head of Prevention & Protection advised that within the Strategic National Plan and in relation to Swine Flu there were two specific elements, with the movement away from containment to treatment. However, despite the number of tests that could be implemented it would not be until the plan was actually tested by its actual implementation that its effectiveness could be judged.

A number of members referred to the list of critical services that had been tabled and questioned as to whether the document had ever been reviewed particularly given the situation that a number of the identified Head of Service post holders had left the Council. Concern was expressed that if the names were incorrect that the associated plans were not up to date. By way of response the Committee were informed that the Council did not have a dedicated officer to undertake the review in this respect. However, the current designated Head of Service was aware of their individual responsibilities under the plan. It was further confirmed that the Plan in this respect would be updated accordingly. The Head of Prevention & Protection agreed to provide an updated list and further information on this to members of the Audit Committee.
In connection the Head of Prevention & Protection could not comment directly on other critical services for example the payment of benefits as this was within the Resources portfolio although a response would have been identified that could be implemented. The Head of Audit & Finance reassured Members that critical payments would be safeguarded. Councillor Tomlinson enquired as to whether other staff would be multi-skilled that could be put in place to continue the service and also as to whether certain staff could be contacted at home if they were absent from their usual duties. The Audit & Risk Manager responded by indicating that there maybe staff shortages across the Council and that we could not depend on staff being well enough to respond from home.

Councillor Lomax further enquired about children’s homes and schools and as to whether any key services had been as communities would be affected by any school closures for example. The Audit & Risk Manager stated that Internal Audit did continually assess individual school’s continuity plans in order to assess their robustness.

Councillor Lomax requested as to whether an update could be provided on the Children & Young People LEA aspects and the Revenue & Benefit Services to advise the Committee as to what their individual continuity plans were in respect to swine flu. The Audit & Risk Manager advised that she would provide a verbal update at the next meeting of the Committee to be held on 28th July.

The Committee wished to record their thanks for the attendance at the meeting of the Head of Prevention & Protection and the Cabinet Assistant: Adult & Consumer Care.        
AUC-5
INTERNAL AUDIT UPDATE ON QUARTER 4 (JANUARY – MARCH 2009)
The Committee received the joint report of the Head of Audit & Finance and the Audit & Risk Manager which sought to provide an update on the work of Internal Audit during Quarter 4 – which covered the period January – March 2009 the report also provided an update on the progress of previous audit reports that were issued in the period October 2007 to December 2008.

It was noted that Internal Audit activity during this period had focussed on the completion of the audits set out in the Internal Audit Plan with a key focus on the completion of the annual fundamental audits. It was further requested that parts of these audits were used by the external auditor to inform and provide evidence for their final accounts work. 

The Committee were requested to note that there had been 18 days unplanned work at Moorfield School following a request from the new Head teacher. This had been to confirm the current position in respect to the previous internal audit work. Some of this work would contribute to the final accounts audit and the subsequent follow up that was due. The Audit & Risk Manager had also been involved along with the Policy, Performance and Partnership team in the development of the Council’s Use of Resources Self Assessment part of the Comprehensive Area Assessment. This was unplanned as the Council was not notified until late February that the deadline for the document and evidence was the end of April 2009.
Members were referred to the appendices attached to the report which included a list of the final reports that had been issued within quarter four which also contained following the previous request of Members to include the budgeted and actual time information, with their respective grading, a schedule of all of the work that had lasted for more than one day within the quarter, a list of all the graded reports from October 2007 to December 2008 and their current status and the provision of further information in connection with the two amber reports that had been issued during this particular quarter. 
Members were referred to the work indicated in connection with FMSiS schools following the introduction, development and familiarisation with the process being currently allocated 9.5 days for a primary school were considered to be generous. The team would continue to monitor the results for quarter 1 2009/10 and if there was no adverse information then the days allocated for primary schools would be reduced to 8 days and kept under further review. 

The Committee were also informed that the positive variance for Democratic Services Management issues was taken from contingency as outlined in Appendix A attached to the report. Members were further informed that the positive variance on Risk Management occurred because the HM Treasury Risk Management Self Assessment Tool was used to review our operations. This was more complex than anticipated and involved sending questionnaires across the Council to assess Council wide understanding but was considered to be a beneficial exercise. 

The negative variances for Benefits and Council Tax/NNDR occurred due to reduced scopes informed by the previous audits and risks identified at the time. The annual audit plan allocations were developed well before the final figures were available. It was noted that the allocations for 2009/10 would be reviewed based on this information and adjusted if required. 

Internal Audit was confident that controls had and would continue to improve in all areas where recommendations had been made. Internal Audit had been assured by the appropriate management teams that the action plans agreed to implement the recommendations made in the amber reports as detailed within the report would be delivered.  

Members were also referred to Appendix C of the report which outlined the position on the original red/amber reports that remained amber or required highlighting to members. 
RESOLVED – that the update report in connection with Quarter Four (January – March 2009) be noted.
AUC-6
INTERNAL AUDIT ANNUAL REPORT 2008/09
The report of the Interim Corporate Director: Resources was received which presented the Internal Audit Annual Report for the 2008/09 financial year. Members were reminded that the Council’s section 151 officer’s statutory obligation under the Accounts and Audit (England) Regulations 2003 (as amended) was to provide assurance on the systems of internal control as provided by the work of internal audit.  

The system of internal control helped the Council to manage and control the risks which could affect the achievement of its objectives rather than eliminate them completely. Internal Audit and the other assurance processes therefore provided reasonable and not absolute assurance of the adequacy and effectiveness of the systems of internal control within the Annual Governance Statement (incorporating the Statement on Internal Control).

Members were referred to Appendix A of the report which indicated the main areas of work that had been undertaken during the year. Based on the work and the implementation by management of recommendations in those areas it was noted that Internal Audit could provide reasonable assurance that the systems of internal control had operated adequately. An area of concern that Internal Audit had reported on in previous years was catering in schools. Internal Audit continued to support Catering management to implement their new computer system and controls but unfortunately the software supplier entered into liquidation in August 2008. The Council was supporting the system while a review was undertaken of the service including IT support. It therefore continued as an area for improvement in the action plan attached to the Annual Governance Statement. 
The Audit Committee was reminded that at their January 2009 meeting a request was made that in the Annual report 2008/09 information would be provided in respect to the type and number of recommendations made during the year. The Committee was referred to the detailed information as outlined in Appendix B to the report which also contained analysis per portfolio. 
Members were reminded that KPMG had been appointed as the Council’s new External Auditors from 1st April 2007. There had been continuous liaison between Internal and External Audit to ensure that Internal Audit was undertaking appropriate work upon which the External Auditor could rely and to keep down the external audit fee. It was reported that Internal Audit had delivered all the work for 2008/09 upon which External Audit placed reliance. Members were further informed that the performance of Internal Audit had been assessed by KPMG against the Code. KPMG had advised the Council that there had been no indication of any adverse findings and the Council had implemented the minor actions from the previous review. 

Internal Audit was re-assessed as part of the Audit Commission’s update of the CPA Use of Resources in June/July 2008. The overall Use of Resources score was 3. However Internal Audit were assessed under the internal control sub section and helped to maintain a top score of 4 in this sub section. This sub section is made up of three parts and in 2008 all three parts were scored as 4.   

Internal Audit had completed all the work for the External Auditor and therefore achieved the target of 100%. If this work had not been completed on time and to an acceptable standard it would have been possible that the External Auditor would have undertaken the work at a considerably higher cost to the Council.

Members were also referred to the final outturn information in connection with the local performance indicators that had been formulated by Internal Audit. These indicators showed that 100% of the work had been completed for the external auditor. The unit had also completed 90% of the other planned work against a target of 92%. The target for completing planned work was 92% but due to the reasons as indicated within 5.3.1 of the report this was not achieved. This work was identified for examination based on a risk based methodology, including the output from the Council’s risk management processes. This is the same level that the team achieved in 2007/08. 

During the year to improve the team’s efficiency, effectiveness and productivity we had 3 team training days. In addition the service continued to investigate new/alternative ways of service delivery (practices, use of technology, procedures and standard documentation) based on customer feedback, sharing best practice with other local authorities and service providers. 

In addition to service efficiencies that had been made the team had also contributed during the year to the Council’s efficiency targets. For 2008/09 just over £41,000 savings had been achieved. 

In February 2009 Directors, Heads of Service and Business Managers were invited to take part in the annual corporate support services satisfaction survey. The results were published in March 2009 and the specific information for Internal Audit was included in the report. Internal Audit had continued to  maintain a very high performance appearing in the top 4 for overall satisfaction, improved service and value for money service. 

RESOLVED – that the Annual Internal Report for 2008/09 be noted.
AUC-7
REVIEW OF THE EFFECTIVENESS OF THE SYSTEM OF INTERNAL AUDIT 2008/09
Members received the report of the Interim Corporate Director: Resources which requested that the Committee should note the results of the annual review of the effectiveness of the Council’s system of internal audit which feed into the Annual Governance Statement.
The Committee was reminded that under the Accounts and Audit Regulations 2003 (as amended) the Council was required to undertake an annual review of the effectiveness of its system of internal audit. Members were further reminded that at the previous meeting held in January 2009 that the effectiveness review would be based on information that was gained from self assessment, customer feedback and any external performance reviews. The report outlined the results of the 2008/09 annual review. 
Members were informed that the review had identified that there was no major issues and that the current systems of internal audit were effective but that there continued to be areas where improvement/refinement could be made. These areas were identified and shown within Appendix A of the report. 

RESOLVED – that the results of the Annual review and the identified actions for further improvements be noted.
AUC-8
ANNUAL REPORT ON RISK MANAGEMENT 2008/09
The purpose of this report from the Interim Corporate Director: Resources was received by the Committee which sought to provide an update on the Council’s Risk Management activities for the 2008/09 financial year – this report was the fifth such annual report.
The report highlighted the background and achievements for the 2008/09 Council Year. The Council had integrated risk management into service and business planning which demonstrated good management practice. The risk management function promoted the corporate risk management process and supported the whole Council in ensuring that risks and opportunities were identified and managed appropriately. 
The Committee were referred to the key achievements that had been achieved during the year at Strategic level, individual Portfolio level and by Business Units together with all Projects and Partnerships as outlined within the report. It was suggested that the whole of the Strategic Risk Register should be reviewed on completion of the ongoing review of the Corporate Governance Structure.

Members were also informed as to how risk management was making a difference within the Council. The Committee was advised that approximately 200 risk workshops and risk reviews had been undertaken during 2008/09.

Members were finally informed of the key issues that had been identified for 2009/10 as outlined within the report.

RESOLVED – that the contents of the Risk Management Annual Report for 2008/09 and the Council’s commitment to the existing risk management and good governance be noted.
AUC-9
THE ANNUAL GOVERNANCE STATEMENT – 2008/09
Members received the report of the Interim Corporate Director: Resources which sought the approval of the Annual Governance Statement 2008/09 prior to its presentation to Council as part of the 2008/09 annual accounts.

The Committee was reminded that the Council was required to produce an Annual Governance Statement that was signed by the Chief Executive and Leader of the Council and that this statement should be included within the Annual Accounts. 
Members was referred to the Annual governance Statement for 2008/09 that was attached at Appendix A within the report which had been developed based on the requirements of the regulations and the guidance that had been received from CIPFA. The statement also included an action plan that would be used to ensure that the Council continued to improve the current robust governance arrangements.

The action plan that had been attached to the previous years Annual Statement which had been implemented during 2008/09 had been reviewed and updated during the year and the current position of these actions was attached at Appendix B within the report.

The Annual Governance statement outlined that the Council had adhered to the Local Code of Corporate Governance and had continually reviewed and improved its procedures to maintain and demonstrate good corporate governance and that robust systems of internal control were in place.

The Use of Resources judgement included sections on financial reporting, management and standing, internal control and value for money. The Council had maintained an overall score of 3. The Council scored the top score of 4 for 4 of the sub sections (an improvement from 2007/08) – asset management, risk management, internal control and ethics and conduct. The Internal Control sub-section had also improved its score from 3 to top score of 4, Overall Internal Control had therefore retained its top score of 4. These combined and improved results indicate continued and improved sound governance arrangements and systems of internal control.

The Council had also received the results of its Comprehensive Performance Assessment, Joint Area Review, Enhanced Youth Inspection and Youth Offending Service Review during the year and the actions for improvement from these had been included in the Council’s Priority Plans. The Council’s Children’s Services were also subjected to their annual performance assessment in late 2008. Ofsted reported in January 2009 that “the Council’s capacity to improve its services for children and young people was good, as was its management of these services.”
RESOLVED – that the Annual Governance Statement for 2008/09 attached to the report be approved and the information supporting the report be noted.
AUC-10
SKILLS AUDIT FOR AUDIT COMMITTEE MEMBERS JUNE 2009
The report of the Audit & Risk Manager was received which sought approval by the Committee of the skills questionnaire and to agree the timetable for the skills audit that had been requested at the Committee meeting that took place on 31st March.
Members were reminded that the Committee had agreed to undertake a survey to review their effectiveness in February 2009 and that the results had been presented to the March Committee meeting. The Committee during the review had also been asked questions about whether any external co-opted members were required. Due to the absence of full information on the skills of the existing members it was agreed that a skills audit should be undertaken, with the results of this assisting in the identification of any gaps that would need to be addressed. 

The report presented a draft skills audit questionnaire as attached at Appendix B for the agreement of members together with the proposed timetable so that the questionnaires could be completed and returned and that decisions taken at the July meeting. It was proposed that the questionnaire should be returned by the 1st July.
RESOLVED – that the draft questionnaire as attached at Appendix B of the report and the proposed deadline for the return of the questionnaires of the 1st July 2009 be approved.
AUC-11
OUTLINE OF BUSINESS FOR FUTURE MEETINGS
Members received a programme of proposed business items for the future meetings of the Committee.

Councillor W.L. Tomlinson proposed that perhaps meetings could start earlier in the future and the Committee agreed that future meetings would commence at 5.30 pm.

AUC-12
DATES OF FUTURE MEETINGS
It was noted that the dates of future meetings were as follows Tuesday 28th July, Monday 14th September and Tuesday 3rd November 2009 and Tuesday 2nd February and Tuesday 30th March 2010.

The Head of Audit & Finance referred Members to the planned meeting of the Committee to be held in September. He stated that KPMG had expressed concern in connection with the programmed Full Council meeting that had been set to take place on the 30th September. This meeting would consider and approve the Final Statement of Accounts but that as a result the signed letter would be received by KPMG after the statutory deadline date. Accordingly, as a result of discussions by officers within the Council it was proposed that when the draft set of accounts had been considered by Full Council in June 2009 that delegated authority would be granted to the Audit Committee to provide the formal approval of the final accounts on behalf of the Council. As a result it was also considered necessary to amend the date of the Audit Committee from the original date of the 14th September and following a discussion it was agreed that this meeting should be held on 23rd September 2009 commencing at 6.00 pm (it was also agreed that there should be a training session on the accounts prior to this particular meeting commencing at 4.45 pm).
The meeting ended at 7.30 pm.
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