Report of the Audit Committee – 29th June 2010 

COUNCIL MEETING – 20th July 2010 
REPORT OF THE AUDIT COMMITTEE

 29th June 2010 

Present:  Councillor Harrington (Chairman), Councillor Hawkes (Vice-Chairman), Councillors Bailey, and Timms.
Also present:
Councillor G Lawman.
Officers present:  Joe Hubbard (Interim Chief Executive), Andrew Gibson (Internal Audit Manager), Michael Hudson (Interim Head of Accountancy), Chris Pittman (Committee Manager), Richard Micklewright (Corporate Director, Resources).
1.
APOLOGIES FOR ABSENCE

RESOLVED to note that apologies for absence were received from Councillors Blackwell, L Lawman and P Raymond.
2.
DECLARATIONS OF INTEREST 

RESOLVED to note that there were no declarations of interest.

3.
CONFIRMATION OF MINUTES

RESOLVED to note there were no previous minutes to confirm and sign.

4.
ANNUAL GOVERNANCE STATEMENT

The annexed circulated report of the Corporate Director, Resources was received explaining the requirements for the Council to produce an Annual Governance Statement (AGS) and invited the Committee to consider the Council’s AGS for 2009/10.


Appendix 1 to the report set out in detail how the Council in 2009/10 ensured it had sound and robust governance arrangements to conduct its business in accordance with the law and proper standards, that public money was safeguarded, properly accounted for and used economically, efficiently and effectively.


Overall 2009/10 had again seen a continuous improvement in the Council’s governance with significant strides made to introduce new systems and procedures to strengthen controls, such as the introduction of improved service plans and performance reporting. The report highlighted a number of areas for further improvement and an action plan to address those in 2010/11 was attached at Appendix 2.


Members sought clarification on the following:

· whether Member Charter status would be achieved by 31st March 2011?  This was confirmed;
· it was pointed out that the Leader, Deputy Leader and Leader of the Opposition carried out the Chief Executive’s annual appraisal. This was noted and the appropriate amendment would be made.


RESOLVED that:

(i) the Council’s Annual Governance Statement be received and adopted;
(ii) the Chairman of the Audit Committee would sign and date the Annual Governance Statement to acknowledge the Committee’s resolution to adopt the Statement;
(iii) an update report would be received by this Committee on progress to action areas identified for improvement at its next meeting in September.
5.
STATEMENT OF ACCOUNTS 2009/10 – subject to audit

The annexed circulated report of the Corporate Director, Resources (Section 151 Officer) was received providing Members with the annual Statement of Accounts showing an analysis of the Council’s financial activity for the year ended 31 March 2010.  


Members noted that these would now be subject to external audit. The audit was due to commence on 24 July 2010 and an audited set of accounts would be presented to this Committee in September. Any changes from the accounts presented would be highlighted to Members.


The Statement of Accounts was attached as Appendix 1 to the report. The amounts within the income and expenditure account shown at pages 26 and 27 showed a deficit of £17m. This was due mainly to the way local authority accounts for capital charges and was not the way the Council monitors its budget throughout the year. After accounting for transfers to earmarked reserves and capital transactions the actual movement in the General Fund reserve was £1.8m, some £372k less than budgeted for in the revised budget. The £372k was the year end surplus position therefore after accounting for capital transactions.  The reasons for that had been reported to the Resources Committee in June.  Further explanation was also contained within the Foreword to the accounts at pages 6 and 7 by the Corporate Director, Resources.

The accounts had been prepared in accordance with the Council’s Policies that were reported to the Audit & Performance Committee in May. The Policies were set out at pages 14 to 25.  The accounts include the following:

· The Core Statements, including the Income & Expenditure, Balance Sheet and Cash Flow.

· Notes to the accounts explaining further the figures within the Core Statements.

· The Collection Fund detailing income and expenditure on Council tax and NNDR.

· The Annual Governance Statement, this was also considered as a separate agenda item during the meeting.

· A glossary of terminology within the accounts

· Provision to provide feedback on the accounts


The Chairman and members of the Committee congratulated the Finance Team on the Statement of Accounts and thought it to be an excellent piece of work and felt that it would be more easily understood by members of the public.

A question and answer session then took place including the following:

· On page 42 item number 14 Movement of Fixed Assets Operational Properties Members wanted to know what “Reclassifications” meant?  The Interim Head of Accountancy advised that in previous years the commercial property portfolio was classified as operational properties but under the International Financial Reporting Standards those properties were now classified as non operational.

· On page 37 a query was raised regarding an overlap of the new Corporate Director, Resources and the then Head of Financial Services.  This was explained at the top of the next page by stating that this was the annualised remuneration of the Corporate Director, Resources. This paragraph would be moved to the same page to eliminate any confusion.
· Members wanted to know how many copies of the Statement of Accounts would be printed. The Corporate Director explained that because of the size of the document it would be available only in key areas. However it would be published on the internet to minimise the number of printed copies. A summary would be made available to Members and members of the public.


RESOLVED that the report be received and the draft Statement of Accounts 2009/10, as submitted at Appendix 1 to the report, be approved, and the audited accounts would be received at the Committee’s next meeting on 28 September 2010.
6.
INTERNATIONAL FINANCIAL REPORTING STANDARDS – 
IMPLEMENTATION PLAN

The annexed circulated report of the Interim Head of Accountancy was received explaining the Authority’s progress in preparing for the changes introduced by the International Financial Reporting Standards (IFRS) on the Council’s statement of accounts for 2010/11 and future years. At the Audit & Performance Committee in May Members requested sight of the Authority’s plan to implement the changes to ensure Wellingborough was on target to meet the new requirements.

The report included a detailed action plan for the implementation of the changes necessary to meet the requirements of IFRS in time for the production of the 2010/11 Statement of Accounts. It highlighted that significant work was required to be undertaken between now and October 2010 in order for it to be prepared.

The IFRS Implementation Plan was appended to the report.


RESOLVED that the report be received and the Implementation Plan be approved subject to scrutiny and an update would be received at the Committee’s next meeting in September.
7.
EXTERNAL AUDIT – OPINION PLAN 2009/10

The annexed circulated report of the Interim Head of Accountancy was received introducing the plan of work proposed by the Borough Council of Wellingborough’s external auditors (the Audit Commission) in undertaking the audit of the Council’s 2009/10 Statement of Accounts.

The report included the details of external audit’s plan to complete the audit of the Council’s Statement of Accounts for 2009/10 by the statutory deadline of 30 September 2010. It set out the key risks that could affect the audit and the timeline with expectations of the Authority to enable completion by 30 September for an indicative fee of £81,100.


The plan appended to the report sets out as follows:

· An indicative fee of £81,110. This was subject to key assumptions, such as the level of assurance to be gained from the work of Internal Audit. The basis for the fee was set out in more detail at Appendix 2 to the Commission’s Plan.

· The key risks foreseen by the Audit Commission to date along with its proposed responses and testing strategy were set in the Commission’s Plan.

· The Commission had set out a plan to report to those charged with governance, in Wellingborough’s case this was the Audit Committee, by 28th September to enable the issuing of an opinion before the statutory deadline of 30th September. This identified key dates for finance staff to provide the Commission with information.

· The audit team that would be undertaking the work was set out at page 10 of the plan. At page 11, paragraphs 27 and 28 set out the commitment to provide a high quality service and how the Authority could raise any concerns if they arose.


The question of the Audit Commission’s fee was discussed and Members wished to record their deep concern at the level of the fee being charged and its implications at a time when services and job levels were being cut back. They asked that this be communicated to the Audit Commission.

RESOLVED that the report be received and noted and the Audit Commission’s Plan for audit of the Council’s 2009/10 Statement of Accounts.
8. URGENT MATTER
The Chairman decided that the following matter was urgent within the meaning of Section 100B (4) (b) of the Local Government Act 1972 for the reason set out:
	Minute No.
	Subject
	Reason

	9
	Internal Audit Annual Report 2009/2010 
	To enable the Committee to consider and make a decision on an item of business that compliments the Annual Governance Statement.


9. INTERNAL AUDIT ANNUAL REPORT 2009/2010

The report of the Head of Consortium Audit was received on the Internal Audit’s opinion on the overall adequacy and effectiveness of the Council’s internal control environment for the year ended 31 March 2010, with a summary of the audit work undertaken to formulate the opinion.

The overall opinion on the internal control environment was based on Consortium Audit’s assessment of the key management arrangements and the internal controls.  The Annual Internal Audit Report concluded that overall an acceptable level of assurance could be provided.

The appendices attached to the report were as follows:

· Appendix A Internal Audit Plan 2009/10.
· Appendix B Details of high priority recommendations made.
· Appendix C Details of 2009/10 follow up reports.
· Appendix D High priority recommendations not implemented or partially implemented at follow up.


Members raised some queries as follows:

· It was noted that most of the high risk categories were with IT services.  The Head of Consortium Audit confirmed that the contract had not been monitored as well as it should have been and it was a joint problem with ENC.
· It was noted that the decision of Corby Borough Council to leave the Consortium mid year and staffing issues within Consortium Audit had an unfavourable effect on the ability to deliver the audit plan.

· It was noted that more stringent methods had been adopted to keep the Asset register up to date and a more robust system would be put in place, also a register would be put in place to record when deeds were removed from the Strong Room.  

RESOLVED that the Annual Internal Audit Report for 2009/10 be received.

The meeting concluded at 8.20 p.m.
Chairman
