TELFORD & WREKIN COUNCIL
AUDIT COMMITTEE 21st SEPTEMBER 2010
INTERNAL AUDIT REVIEW OF THE DAWLEY TOWN HALL LEASE AGREEMENTS 2002 - 2010 

REPORT OF THE AUDIT & RISK MANAGER
1 PURPOSE

1.1 To present to the Audit Committee the Internal Audit report on the Dawley Town Hall lease agreements 2002 – 2010.
2 RECOMMENDATIONS

2.1 That Members of the Committee note the contents of the report attached as Appendix 1.

3 SUMMARY 
3.1 The Internal Audit Annual Plan is approved by the Audit Committee but it contains around 10% contingency in order for unplanned areas to be reviewed. Unplanned work can be identified by the Internal Audit team or can be requested by Service Delivery managers, HOS, CMT or a Statutory officer (CFO, Monitoring Officer or Chief Executive). Due to finite resources all requests are reviewed on a risk basis and some are referred back for management to review.

3.2 In this case Internal Audit had commenced investigations at the request of the Head of Governance into Dawley Town Hall lease agreements 2002 – 2010 following press reports in March 2010. The scope of the review was informed by questions being raised by a member of the public.  
3.3
The review has identified that in respect to this particular property there were 2 leases, an original 
lease in 2002 and a renewal in 2005. The 2005 lease agreement was terminated on 28th February 2010.

3.4
The 2005 lease stipulated that the £6,000 rent per annum would be waived if community use occurred. If the conditions were not complied with in respect to this usage, rent amounting to £27,500 would be payable (30/08/05 to 28/02/10). There is no evidence of any monitoring of Dawley Town Hall community use by the council. No rent was billed for by the council in respect to this lease and the only explanation for this is a note on the file directing that no rent be collected. No information could be found as to why this instruction was given. 
3.5 Based on the work undertaken it is our opinion that the level of assurance provided by controls for setting up, managing and renewing the Dawley Town Hall lease by officers were poor - the system of control was weak and there is evidence of non compliance with the controls that did exist. Since April 2009 there have been changes and improvements to procedures and controls. These processes, and the agreed actions arising from this audit report will be included as part of Internal Audit’s assurance work to be completed by 31st March 2011. 
3.6
As outlined in the Internal Audit report, a member of the public requested information from Internal Audit on Dawley Town Hall which was responded to. This member of the public 
has referred the matter to the External Auditors who are undertaking a further review. This review will be at an additional cost to the Council but to minimise these costs Internal Audit has provided this 
report and copies of relevant supporting documents to assist them. A further member of the public 
has also referred the matter to the External Auditors and this has been incorporated into the initial 
request.

3.7
The External Auditors will report their findings to the Audit Committee in due course. 

4 PREVIOUS MINUTES

4.1 None

5 INFORMATION

5.1 The extent of the review is set out in the Introduction & Scope section of the report. The review involved requesting, locating and reviewing information from various sources (some of which could not be found), interviews/questions with officers (current and past) and questions to the tenant (see paragraph’s 1.4 and 1.5 of the report)
5.2 Internal Audit identified weaknesses in the systems at the time of the initial set up and renewal of officers but since then systems have been improved. The report makes 5 recommendations for further improvements, some of which have already been implemented, the remainder are 
currently being implemented
5.3 Internal Audit is assisting, when requested, the External Auditors with their review into this area.

5.4 Internal Audit will be undertaking further assurance work during 2010/11 on lease arrangements across the Council, including Property & Design. The implementation of the recommendations in this report will be followed up within 6 months (January 2011). 
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.

  

	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 will incur a financial cost to the Council which is as yet unknown but will be based on work done. This 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. 


7
BACKGROUND PAPERS

Various documents associated with the Dawley Town Hall leases.
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