	
	PART ONE
	ITEM NO. A1


	
	

	REPORT OF THE Chair of the Audit and Accounts Committee


	TO 
CABINET
ON 
24 August,2010  


	TITLE: 
AUDIT AND ACCOUNTS COMMITTEE ANNUAL REPORT 09/10 



	RECOMMENDATION:

That Cabinet Members consider the attached Annual Report of the Audit and Accounts Committee for the year 2009/10 and continues to support its activities.


	EXECUTIVE SUMMARY:
In line with best practice, the Terms of Reference for this Committee state that an Annual report of the work of the Committee should be submitted to Cabinet. The attached report relates to the year 2009/10.



	BACKGROUND DOCUMENTS:

CIPFA Code of Practice for Internal Audit in Local Government (2006)

Audit Committees – Practical Guidance for Local Authorities - CIPFA


	KEY DECISION:
NO 



	DETAILS: 

See attached report.


	KEY COUNCIL POLICIES:

n/a


	EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:  N/A


	ASSESSMENT OF RISK:

There are no specific risks linked to the publication of this report.


	SOURCE OF FUNDING: 
Existing revenue budget.



	LEGAL IMPLICATIONS Supplied by
        N/A


	FINANCIAL IMPLICATIONS Supplied by        N/A


	OTHER DIRECTORATES CONSULTED:       N/A


	CONTACT OFFICER:    Nikki Bishop, Head of Audit   
TEL. NO. 
0161 607 6958 



	WARD(S) TO WHICH REPORT RELATE(S):  N/A
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Annual Report of the Audit and Accounts Committee

For the year 2009 /10
Foreword 
I am pleased to provide this foreword to the Audit and Accounts Committee’s second annual report to Cabinet. 

The Committee was formed in May 2008 as a merger of the previous Audit Committee and Accounts Committee. The Audit and Accounts Committee’s wider remit allows the members to develop an overview of the whole system of Governance within the Authority. 
The work of the Committee includes receiving the reports of both the Internal and External Audit teams, and ensuring that the management teams take appropriate actions to implement the recommendations contained in these reports, as well as receiving reports on risk management and governance issues.

In this, our second full year, the Committee has been able to mature and increase its level of challenge and we have been able to fulfil our commitments as laid out in the Terms of Reference for the Committee. 
At the end of last year the Audit and Accounts Committee performed a self Assessment against the CIPFA standard. A committee development plan was devised as a result of this and the self assessment was performed again at the end of this year and the results showed that the training received had been effective.
This has also been the first year that the elected Members on the Committee have been joined by two independent Committee members, Rabbi Simon Grant and Mr Anthony Bannister, and I am very pleased to report that their contributions have further strengthened the rigour of this Committee.
On a personal note, I would like to thank all the Members, both elected and independent, who gave their time and commitment which was then reflected in the continuing effectiveness of the Audit and Accounts Committee.
Councillor Ian Macdonald

Chair of the Audit and Accounts Committee
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1. Introduction

The Audit and Accounts Committee was formed in May 2008 by a merger of the existing Audit Committee and Accounts Committee. The year 2009/10 was the second full year of the Committee and four meetings were held in the year.
2. Committee Information 

Roles and Responsibilities

The roles and responsibilities of the Audit and Accounts Committee have been drawn up to meet with best practice as laid out in the “CIPFA Audit Committees - Practical Guidance for Local Authorities (2005)”

The Terms of Reference of the Committee covers 3 main areas:

· Audit and Risk Management

· Regulatory Activity

· Accounts

The Terms of Reference is reviewed and approved on an annual basis. This year the Audit and Accounts Committee reviewed and approved the Terms of Reference in January 2010. (See appendix A for a copy of the current Terms of Reference)

Membership

In 2009/10 the Audit and Accounts Committee consisted of 7 elected members and 2 independent members. In line with best practice the political representation on the committee reflects that of the Authority and the Chair is drawn from an opposition party.

2 independent members were recruited during 2008/9 and, following full council approval in May 2009, they have been full members of the Committee throughout 2009/10
Meetings and Attendance 

The Audit and Accounts Committee meets at least 4 times a year. The Committee meetings are timed to meet certain deadlines i.e. in June to approve the Annual Governance Statement and the Statement of Accounts; and in September to receive the Audit Commission’s Annual Governance Report on Accounts.

In line with best practice the Committee is attended by the Audit Commission (External Auditors), the Head of Internal Audit, the Internal Audit Manager, the Corporate Risk Manager and the Head of Accountancy and Exchequer on a regular basis, with other officers attending as required. The Committee is supported at, and outside meetings, by the Scrutiny Support Team.

Members achieved a 66% attendance rate over the year (see appendix B for a detailed breakdown of attendance).
3. Committee Achievements

The Committee has made considerable achievements during the last year. The work of the Audit and Accounts Committee (as detailed in the Terms of Reference in Appendix A) falls into 3 main areas: 


· Audit and Risk management 

· Regulatory Framework

· Accounts

In addition the Committee has carried out work and training to examine and improve its own effectiveness. 

Audit and Risk Management

Outside of the accounting cycle this is the main focus of the Committee and a lot of work has been done in this area during the year.

The Committee received and approved the Internal Audit strategy and plan for the year. During the year at each meeting they monitored the progress against that plan and received the Head of Audit’s Annual report at the end of the year. 

Between meetings Committee members were provided with summary copies of all the internal audit reports issued; they were then able to request a full copy of any report, or address any questions they may have had, to the Internal Audit Manager. At each Committee meeting officers from the Internal Audit team presented the audit reports completed in the last period and also the progress made by the directorates in implementing the recommendations of previous reports. 

To ensure that the challenge process was robust the Terms of Reference of the Committee includes an escalation process to ensure any concerns members have are followed up (see appendix A).

In relation to the work of the Audit Commission as our External Auditors, the committee received their annual Audit and Inspection Plan in June 2009 and have received progress reports against that plan at each subsequent meeting.

The Committee has received progress updates in relation to risk management at each meeting and has also received the Authority’s Strategic Risk Register. 

Regulatory Framework

This area includes corporate governance and the system of internal control. 

As part of the reporting cycle for the Authority’s accounts the Committee reviewed and approved the Annual Governance Statement for the 2009/10 financial year.

In January 2010 the Committee reviewed and approved an updated version the Internal Audit Charter which defines the scope, roles and responsibilities of the Internal Audit function.

In April 2010, the Committee received the Head of Audit’s Annual report which includes her overall assessment of the system of internal control within the Authority during the financial year 2009/10. This assessment will be used to inform the Annual Governance Statement for that financial year. 

The Committee also approved the Authority’s Anti-Fraud and Anti-Corruption Strategy in January 2010 and also a suite of revised Anti-fraud and Anti-Corruption policies in April 2010. In addition the Committee have received a summary of all work done in that area at each meeting during the year.

In April 2010 the Committee also received a joint working protocol which had been developed by officers within the internal and external audit teams in order to formalise their working relationships.
Accounts

In accordance with the Audit and Accounts Regulations 2003 the Authority’s accounts were presented to the Audit and Accounts Committee for approval at the June 2009 meeting.

At the September meeting, after the external auditors had finished their review of the accounts the Committee received the Audit Commission’s Annual Governance Report on the Accounts. The Committee then received the City Treasurer’s response and authorised the changes to the accounts and gave the Committee Chair the authority to sign the Letter of Representation.

Training and Development Work

The Audit and Accounts Committee had, in January 2009, performed a self-assessment exercise and identified two areas in which further development was needed. Training in both of these areas was then delivered to the Committee during the year:

· Training in local authority financial issues, particularly relating to the financial accounts

· Training on assurance processes, particularly audit processes and the gathering of evidence for the Annual Governance Statement.

In early 2010 the self assessment process was repeated and the results showed a continued improvement in the understanding of the Committee and their confidence in their role. Particular progress had been made in relation to the Committee’s understanding of key financial issues; this may be due to training given by the Audit Commission during the year. Two areas of further development for the coming year were identified:

· The annual practise of holding private meetings with the Internal and External Auditors had lapsed during the year due to the size of the agendas, this will be reinstated.
· The need for on-going personal development of the members of the Committee to help to further mature the skills of the Committee with some advanced training.
4. Committee Priorities for 2010/11


To build on the achievements of the previous year by:

· Completing the advanced training as identified above.
· Continuing to increase the challenge to officers within the Authority to ensure that the recommendations of Audit reviews are implemented in a timely manner to improve the control environment and governance framework of the Authority.
· Continuing to develop the role of the Committee in relation to risk management and in monitoring the actions taken by officers to mitigate those risks.
Appendix A 

AUDIT AND ACCOUNTS COMMITTEE

TERMS OF REFERENCE

AUDIT / RISK ACTIVITY

· Consider the effectiveness of the Authority’s Risk Management arrangements, the control environment, and associated anti-fraud and corruption arrangements.

· Seek assurance that action is being taken on risk related issues, and if required can ask an appropriate person to attend a meeting to give evidence. (See Appendix 1)

· Be satisfied that the Authority’s Assurance Statements, properly reflect the Authority’s risk environment and the actions needed to improve it.

· Approve Internal Audit’s strategy, plan and monitor performance.

· Review summary Internal Audit reports and receive the Annual Report from the Head of Internal Audit.

· Consider key reports of External Audit and inspection agencies.

· Ensure an effective relationship between Internal and External Audit and other relevant bodies.

· To comment on the scope and depth of External Audit work and to ensure it gives value for money.

· To liaise with the Audit Commission over the appointment of the Council’s External Auditor.

· Where appropriate to refer matters of concern to Overview and Scrutiny via the Scrutiny Chairs Group, and receive reports back. (See Appendix 1)

· The Audit and Accounts Committee Chair will report after each meeting to the Scrutiny Chairs Group

· The Audit and Accounts Committee Chair will provide an Annual report on the work of the Committee to Cabinet.

· Terms of Reference reviewed annually.

REGULATORY FRAMEWORK

· To maintain an overview of the Council’s Constitution in respect of contract procedure rules and financial regulations.

· To consider the Council’s arrangements for Corporate Governance and agreeing necessary actions to ensure compliance with best practice.

· To monitor the Council’s compliance with its own and other published standards and controls.

· To oversee the production of the Authority’s Annual Governance Statement and to recommend its adoption when satisfied. 

ACCOUNTS

· To review and approve the Authority’s financial statements and Letter of Representation to the External Auditors.

· To receive the External Auditor’s opinions and reports to Members, and monitor management action in response to issues raised by External Audit.

· To consider the Audit Commission’s report on the Statement of Accounts.
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	Members / Officers
	Committee Dates

	
	30th June 2009
	24th Sept. 2009
	27th January 2010
	28th April 20010

	
	
	
	
	

	Members
	
	
	
	

	Cllr I. Macdonald (Chair)
	
	
	
	

	Cllr. J.B. Dawson
	A
	
	
	

	Cllr. K. M. Garrido
	
	
	
	

	Cllr. C.W.V. Hinds
	
	
	
	A

	Cllr. J. O’Neill
	A
	A
	A
	n/a

	Cllr.  C.Mullen
	A
	N
	N
	A

	Cllr. P Boshell
	n/a
	A
	
	A

	Cllr. N. Owen
	n/a
	n/a
	n/a
	

	Rabbi Simon Grant 
	
	
	
	A

	Anthony Bannister
	
	
	
	


	Council Officers
	
	
	
	

	Principal Scrutiny Support Officer
	
	
	
	

	Senior Scrutiny Support officer
	
	
	A
	

	Head of Audit
	
	
	
	

	Audit Manager
	
	
	
	

	Head of Accountancy and Exchequer
	
	
	
	

	Risk Manager
	
	
	
	

	Audit Commission Officers
	
	
	
	

	Audit manager
	
	
	
	

	District Auditor
	
	
	
	

	CAA lead Manager
	
	N
	
	N


Key
Attended

A   Apologies given

N   Not attended

Appendix C – Committee Activity

	Function/ Issue
	June 2009
	September 2009
	January 2010
	April 2010

	Audit Related Activity



	Internal Audit and Risk Management
	
	
	
	

	Internal Audit Output report
	received
	received
	received
	received

	Completed Investigations report
	received
	received
	received
	received

	Audit strategy and plan 10/11
	
	
	
	approved

	Risk management Update Report
	received
	received
	received
	received

	National Fraud Initiative Update
	
	
	received
	

	Internal Audit Benchmarking results
	
	
	received
	

	Internal Audit Annual Report
	
	
	
	received

	Special Investigation Report
	
	
	
	received

	External Audit
	
	
	
	

	Audit and Inspection fees letter 2009/10
	received
	
	
	

	Progress Report
	received
	received
	received
	received

	Draft Opinion Plan
	
	
	
	received

	Organisational Assessment report
	
	
	received
	

	Area Assessment Report
	
	
	received
	

	Annual Audit fees letter 2010/11
	
	
	
	received

	Annual Audit and Inspection Letter 07/08
	
	
	received
	

	Salford Local Area Agreement report
	received
	
	
	

	Regulatory Framework and Internal Control Related Activity

	Anti-Fraud and Anti-Corruption Strategy
	
	
	approved
	

	Anti- Fraud and Anti-Corruption Policies
	
	
	
	approved

	Good Governance Report
	
	received
	
	

	Draft SCC RIPA Policy and Procedures
	
	approved
	
	

	Audit and Accounts Committee Terms of Reference update
	
	
	approved
	

	Internal Audit Charter update
	
	
	approved
	

	Internal / External Audit Joint Protocol
	
	
	
	approved

	Accounts Related Activity

	Statement of Accounts 07/08
	approved
	
	
	

	Annual Governance Statement
	approved
	
	
	

	Audit Commission Report on Accounts
	
	received
	
	

	Response from City Treasurer 
	
	approved
	
	

	Training and Committee Development Activity



	Reviewing Financial Statements
	received
	
	
	

	Internal Financial Reporting Standards update and training
	
	
	received
	

	Audit and Accounts Committee self-assessment questionnaire
	
	
	approved
	

	Audit and Accounts Committee self-assessment results and action plan
	
	
	
	approved

	Audit and Accounts Committee Annual Report
	approved
	
	
	

	Training on the Annual Governance Statement
	
	
	
	received


Appendix 1 - Audit and Accounts Committee Escalation Plan
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Members receive summary report via email





any concerns?





No further action





contact Audit and the Chair to raise concern / request full report





continued  concerns?





issue raised for consideration by


Audit & Accounts committee





continued  concerns?





could invite appropriate person to give evidence





Refer to Overview & Scrutiny


via Scrutiny Chairs Group





continued concerns?





Chairs refer issue to appropriate Scrutiny Committee for consideration





Chairs will consider request / investigate





NO





YES








No further action





NO





YES








NO





YES








YES








YES








No further action





No further action





NO





NO





YES








Reply to email and copy to Chair & Scrutiny





Contact Scrutiny to put on Audit & Accounts committee agenda








