TELFORD & WREKIN COUNCIL
AUDIT COMMITTEE 21st SEPTEMBER 2010
MEMBERS EXPENSES MAY 2007 – RESULTS OF THE INTERNAL AUDIT and EXTERNAL AUDITORS (KPMG) INVESTIGATIONS 

JOINT REPORT OF THE HEAD OF GOVERNANCE & KPMG
1 PURPOSE

1.1 To present to the Audit Committee the reports on members expenses produced by:

a) Internal Audit for the CFO;  and 

b) KPMG for the Chairman of the Audit Committee

2 RECOMMENDATIONS

2.1 That Members of the Committee note the contents of the reports.

3 SUMMARY

3.1 Internal Audit were asked by the CFO to undertake a review of the process for claiming members expenses following a question from a member of the public and a subsequent complaint to the Standards Committee in September 2009.
3.2 The Standards Committee referred the complaint for investigation and it was undertaken by an independent investigator. The Internal Audit report formed part of the report presented to the Standards Committee from that investigation. (Attached as Appendix A) 
3.3 The Internal Audit report has not been previously presented to the Audit Committee so as not to prejudice the Standards Committee process. 
3.4 In addition reporting was further delayed due to an additional review undertaken by the Council’s External Auditors – KPMG at the request of the Chief Executive which has recently been reported to the Chairman of the Audit Committee (attached as Appendix B).

3.5 This covering report introduces both the reports which are attached. The Internal Audit report is for members to consider the wider issues outside the complaint made to the Standards Committee (that has already been dealt with). 
3.6 Internal Audit as part of their agreed Annual Internal Audit Plan 2009/10 has undertaken a review of members and officers expenses including the follow up of previous recommendations. The External Auditors review has acknowledged this and the improvements made to the systems and procedures.

4 PREVIOUS MINUTES

4.1 Standards Referrals Sub-Committee - 10th May 2010

Audit Committee 27th July 2010
5 INFORMATION 
5.1 CFO review requested as part of the Standards Investigation
5.1.1 Members of the Committee can see from the introduction to the Internal Audit report (Appendix A) the scope of the original work undertaken for the CFO as part of the Standards investigation. As the review progressed then further work was agreed and the final report issued to the CFO, copied to the Monitoring officer and provided to the independent investigator.
5.1.2 The recommendations from this review have been actioned by the appropriate parties. Recommendation 6.2 was followed up during the 2009/10 review of member’s expenses and 6.3 is closely monitored by quality review processes by the Audit & Risk Manager and Head of Governance.

5.2
Other Findings
5.2.1
The Internal Audit review revealed that the final report issued on members expenses in April 2008 was not included in the summary of final reports to the July 2008 Audit Committee – Quarter 1 
2008/09 Update report (see paragraph’s 2.11 – 2.13 in the Internal Audit Report).
5.2.2
All final reports issued during the period are listed in the appropriate update appendix. For red/amber reports more detailed information is provided to the Committee but for yellow and green reports no further information is supplied unless members ask questions or seek copies of reports at Committee. As the report was not included on the list (graded as “green”) members did not have the opportunity to ask questions or seek further information. However it was reported to the Committee in June 2008 in the appendix in respect to “Areas where work undertaken for more than one day” (Quarter 4 2007/08 update report) as 14 days had been used on the audit. 
5.2.3 During 2008/09, following internal review and feedback from portfolio management teams Internal Audit improved their reporting processes and final reports are now issued to Heads of Service and where appropriate Corporate Directors.   

5.2.4 In September 2009 as part of this review the Audit & Risk Manager reviewed all final reports issued since April 2007 to confirm they had been reported to the Audit Committee. There was only one other instance identified (out of 185 final reports issued). However the follow up had subsequently been reported to members. As soon as this omission was identified a more robust checking process was implemented to ensure that all final reports are reported to members. (All final reports issued are entered by the lead auditor onto the relevant Appendix for the report to members and this is checked by the Audit & Risk Manager).

5.2.5 As outlined in 3.6, Internal Audit has undertaken as part of their plan a review of the process of members and officer expense. These final reports were reported to the Audit Committee in July 2010. Both reports, officers and members, were reported with reasonable opinions to reassure the Council and the Committee that processes and controls are working satisfactory. A few recommendations were made that have been agreed by management. The follow up of these are due in during October – December 2010.

5.3 KPMG Review
5.3.1 The KPMG review looked into procedures followed in relation to two member’s expense claims and the subsequent action taken in 2009 by the Council when the matter was drawn to its attention. The review aimed to obtain assurance as to the robustness of the arrangements in place at the time for advising Members on their expenses and whether the advice provided to them was consistent with the scheme. They also reviewed the present arrangements to satisfy themselves that they were robust.

5.3.2 KPMG have concluded in their report attached as Appendix B that the processes undertaken by the Council when the matter was brought to its attention was appropriate and the actions taken to address the shortcomings identified were also appropriate. They also acknowledge that the recent Internal Audit report (issued 14/04/10) provides reasonable assurance as to the robustness of the present arrangements and makes recommendations to address existing weaknesses. 
6 OTHER CONSIDERATIONS

	AREA
	COMMENTS

	Equal Opportunities
	All members of Audit & Risk have attended equal opportunities/ diversity training. If any such issues arose during an audit review they would be notified to the appropriate manager.

	Environmental Impact
	Such issues would be notified to the appropriate manager during or immediately following the audit review.

	Legal Implications
	The Accounts and Audit Regulations 2003 (as amended) states that the Council shall maintain an adequate and effective system of internal audit of its accounting records and of its system of internal control in accordance with proper practices in relation to internal control.  There is also a requirement to comply with CIPFA’s Code of Practice for Internal Audit in Local Government.  Undertaking the audits as set out in the report and providing an update to this Committee contributes towards meeting these requirements.

In the event that an audit reveals an issue which requires a recommendation concerning a legal matter this can also be referred to the Council’s Legal Services Team for further advice and assistance.

Internal Audit can, as is the case in this report, be requested to investigate issues by the CFO or MO for onward reporting to the Standards Committee.   

	Links with Corporate Priorities
	The Audit Plan and work of Internal Audit contributes to Priority 7 Community Focussed Efficient Council in respect to maintaining good governance. 

	Risks and Opportunities
	The role of internal audit includes a review of the controls in place to manage the risks within service areas. The reports produced assist the Council in improving systems and controls (reducing risks) and therefore the delivery of services and achievement of objectives. However, where risks or issues are identified Internal Audit will undertake unplanned work to ensure robust processes are in place and that any risks are being appropriately managed.

	Financial Implications
	The External Audit review has cost the Council £9,725 which will be met from contingencies. 

There are no other financial implications from this report. 

	Ward Implications
	Internal Audit is responsible for the internal audit of all the Council’s activities and at all Council locations therefore there are potential implications for all Council Wards. 
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