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AUDIT COMMITTEE, 19th September 2013


PRESENT: Councillor Baines MBE (Chair)

Councillors Baker, Battye, B Collins, T Swift

13 MINUTES OF MEETING HELD ON 24TH JUNE 2013 

RESOLVED that the Minutes of the meeting of the Audit Committee held 24th June 2013 be approved as a correct record and signed by the Chair.

14 MOTION TO EXCLUDE THE PUBLIC 

RESOLVED that under Section 100A(4) of the Local Government Act 1972 the public be excluded from the meeting for the following item of business on the grounds that it involves the likely disclosure of exempt information as defined in the stated paragraphs of Part 1 of Schedule 12A of the Act, namely:

Services to Schools Update Report - Paragraph 3 – Financial or Business Affairs

15 SERVICES TO SCHOOLS UPDATE REPORT

(E)
The Head of Learning submitted a written report that provided Members of the Audit Committee with details of the overall levels of traded income from Local Authority services for schools. The report provided a summary of school traded income for the period 2010/11 to 2013/14. Whilst demand for some Local Authority services had reduced, the large majority of services continued to provide a sustainable offer to schools in a competitive environment. 

A list of the 48 traded services offered to Calderdale schools and academies was provided at Appendix 1. Seven of those services made up over 80% of the total income from Calderdale schools. Those services were the IT service, HR Advice and Administration, HR Payroll and Pensions, the Music Service, use of Sports Centres, Catering and Cleaning. The majority of these services had scored highly in the two consecutive annual school surveys.
RESOLVED that 

(a) the report be noted; and

(b) the Service Manager – Business Support distribute the services for schools total income for 2010/11 to 2013/14 to the Leaders of the four Party Groups that makeup Calderdale Council.

(All Members of the Committee declared an interest in this item as many of them served as School Governors)

16 MEMBER SELECTED INTERNAL AUDIT REPORT – NORTH BRIDGE LEISURE CENTRE
The Head of Finance submitted a written report providing the details of an audit report in accordance with the Audit Committee Work Plan. The Head of Internal Audit had prepared an Executive Summary of the Member Selected Internal Audit Report of North Bridge Leisure Centre, which provided Members with the main issues, including the overall audit opinion, findings, risks, recommendations and the action plan setting out management responses to each of the recommendations made.  Providing Members with a selection of internal audits contributed towards increased governance both for the Council and the Audit Committee. 
The initial audit of North Bridge Leisure Centre had an overall opinion of weak, a follow-up audit was conducted to establish whether the agreed recommendations had been implemented. The follow-up audit had been issued in July 2013 and outlined that the strength of the audit opinion at that time had improved to adequate.
RESOLVED that
(a) the report be noted; and

(b) the Internal Audit Service be requested to carry out a further audit of North Bridge Leisure Centre as part of the 2014-15 Audit Plan.

17 EXTERNAL AUDIT ANNUAL REPORT TO THOSE CHARGED WITH GOVERNANCE 

Representatives of Grant Thornton attended the meeting and presented their Annual Report to those charged with governance for the financial year 2012-13. The purpose of the report was to highlight the key issues arising from the audit of the Council’s financial statements for the year ending 31 March 2013.  The Council was responsible for the preparation of financial statements which record its financial position as at 31 March 2013, and its income and expenditure for the year then ended. External Audit was responsible for undertaking an audit and reporting whether, in their opinion, the Council’s financial statements present a true and fair view of the financial position. Under the Audit Commission’s Code of Audit Practice they were also required to reach a formal conclusion on whether the Council had put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources.

Based on the review of the Council's arrangements to secure economy, efficiency and effectiveness in its use of resources, Grant Thornton proposed to give a qualified Value for Money conclusion. The area of qualification related to the improvement notice issued by the Under Secretary of State for Children and Families in April 2012 due to poor performance in Children's Social Services and which was still in place at the date of the report.
RESOLVED that 
(a) the report be noted; and

(b) Grant Thornton be thanked for their work in carrying out this audit.
18 FINANCIAL RESILIENCE REPORT

Representatives of Grant Thornton attended the meeting and presented their review of the Council’s arrangements for securing financial resilience. Part of Grant Thornton’s external audit comprised a review to determine if the Council had proper arrangements in place for securing financial resilience.  Consideration was given on whether the Council had robust financial systems and processes in place to manage its financial risks and opportunities and to secure a stable financial position that enabled it to continue to operate for the foreseeable future.

The report had concluded that the Council had good financial planning and reviewing processes in place, was performing well against Key Indicators of Performance and had effective governance and assurance arrangements in place.     

RESOLVED that the report be noted.

19 PUBLIC SECTOR INTERNAL AUDIT STANDARDS 

The Head of Finance submitted a written report that provided Members with information on the new public sector internal audit standards which had come into effect on the 1st April 2013. The New standards encompassed the mandatory elements of the Institute of Internal Auditors International Professional Practises Framework. The new PSIA standards also introduced a new definition for internal audit, a code of ethics and a series of attributes and performance standards. The new definition of internal audit was as follows:
“Internal auditing is an independent, objective assurance and consulting activity designed to add value and improve an organisation’s operations. It helps an organisation accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control and governance processes”.

RESOLVED that the report be noted.

20 CONSULTANTS BUSINESS CASE

The Head of Finance submitted a written report which provided an update on the business case procedure for the engagement of consultants. This was another good example of Member challenge, driving forward improvement and adding value. Member involvement in the business case for the engagement of consultant’s procedure highlighted that this area of the Council’s governance arrangements needed improvement. The report outlined the actions taken to address the concerns of the Committee together with details of improvements which had been made to the system.  

RESOLVED that the report be noted.

21 INFORMING THE AUDIT RISK ASSESSMENT

A representative of Grant Thornton attended the meeting and presented a written report which contributed towards the effective two-way communication between auditors and the Council's Audit Committee, as 'those charged with governance'. The report covered some important areas of the auditor risk assessment where they were required to make inquiries of the Audit Committee under auditing standards. The report included a series of questions on each area and responses received from both management and the Audit Committee. 
RESOLVED that

(a) the report be noted; and

(b) the responses from the Audit Committee on pages 7, 9, and 12 were an accurate record of Members responses to the questions asked. 

22 INTERNAL AUDIT TRACKING REPORT

The Head of Finance submitted a written report informing Members that this Committee at its meeting held on 20th August 2007 had agreed that the Head of Finance should submit a tracking report to each meeting of the Committee for Members’ consideration and action as required.  Attached at Appendix 1 was the tracking report listing 55 internal audits carried out and issued to Managers during 2013-14 to date, setting out the internal audit opinion on the strength of the control environment in place at the time of the audit, along with client progress in responding to the issued Internal Audit report recommendations.

Providing a tracking report in the suggested format kept Members informed of the current situation with regard to the timeliness of client responses to all issued internal audit reports. The significant improvement in client response rates since the tracking reports were introduced had contributed towards an improved control environment and system of internal control. This was an excellent example of Members of the Audit Committee contributing towards the continuous process of review with regard to ensuring that there was a sound system of internal control and internal audit within this Council as required by the Accounts and Audit (England) Regulations 2011. 

RESOLVED that the report be approved. 
23 WHISTLEBLOWING POLICY 

The Head of Democratic & Partnership Services submitted a written report for Members of this Committee to consider the revised Whistleblowing Policy for Calderdale Council. There had been some important changes to the law on Whistleblowing introduced by the Enterprise and Regulatory Reform Act 2013, which took effect in June 2013, and this required the policy to be amended. In the course of reviewing the Policy, the wording and layout had been changed in an attempt to make it clearer and easier to understand. The existing Whistleblowing Policy was contractual. Any proposed changes to this Policy therefore required the consent of all of the recognised trade unions. 

Members suggested the addition of Councillors to the list of contact points under the “Prescribed Persons” section in the revised Whistleblowing Policy. Members also suggested the extension of protection to staff Whistleblowing about any perceived wrong doing, this might encourage more staff to feel confident in using the Whistleblowing Policy.

RESOLVED that 

(a) the updated Whistleblowing Policy be noted;

(b) this Committee recommend that a consultation process on the revised Whistleblowing Policy is held with the recognised trade unions; and

(c) the Head of Democratic and Partnership Services be requested to submit a report to a future meeting of the Audit Committee summarising the conclusions of the consultation on the revised Whistleblowing Policy, and what further measures have been considered for inclusion in the Whistleblowing Policy in order that all staff feel confident of using the Whistleblowing Policy as a way of reporting misdemeanours in the Council.
24 WORK PLAN 
The Head of Finance submitted a written report outlining the proposed core Work Plan for the Audit Committee for its scheduled meetings during the next twelve months.
RESOLVED that the core Audit Committee Work Plan be approved subject to the following amendments:

(i) the Head of Finance be requested to submit a written report to the 28th October 2013 meeting of the Audit Committee on the Internal Audit Charter; and

(ii) 
the Head of Finance be requested to submit options with regard to future Member training on governance and financial issues to the 28th October 2013 meeting of the Audit Committee including a short glossary of Audit and Accountancy Terms for Members information and use.
25 RECRUITMENT TO THE POSITION OF HEAD OF INTERNAL AUDIT

The Chair of the Audit Committee reported that the current Head of Internal Audit would be retiring in late 2013. Members held a general discussion on the subject and agreed that the position of Head of Internal Audit should retain the same high level position, and revise the job description to include the formalised role of governance over reputational, business and service risks. 

RESOLVED that the Head of Finance be asked to note the views of the Audit Committee when beginning the recruitment process. 
Note: The following reports are available for inspection by Members of the Council:

Minutes of Meeting held on 24th June 2013
Services to Schools Update Report EXEMPT

Member Selected Internal Audit Report – North Bridge Leisure Centre 
External Audit Annual Report to those Charged with Governance

Financial Resilience Report
Public Sector Internal Audit Standards 

Consultants Business Case
Informing the Audit Risk Assessment

Internal Audit Tracking Report 
Whistleblowing Policy
Work Plan

