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AUDIT COMMITTEE, 7th July 2014

PRESENT: Councillor Baines MBE (Chair)

Councillors Baker, Battye, Benton, B Collins, T Swift

1 MINUTES OF MEETING HELD ON 17TH MARCH 2014 

RESOLVED that the Minutes of the meeting of the Audit Committee held on 17th March 2014 be approved as a correct record and signed by the Chair.

2 MEMBER SELECTED REPORT – PAYMENT OF SCHOOL BUDGET SHARE AND WINTER SERVICE CONTRACT
The Acting 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 Payment of School Budget Share and Winter Service Contract, 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 audit of Payment of School Budget Share had overall an opinion of sound.  The audit of the Winter Service Contract had an opinion of weak.  The recommendations for the Winter Service Contract would be implemented and the service would be re-audited in November 2014.

RESOLVED that 

(a) the report be noted; and

(b) an update on the follow-up audit of the Winter Service Contract be reported as part of the Internal Audit Tracking report.  If it was established that insufficient progress had been made in implementation then the Head of Planning and Highways be invited to attend the meeting in order to provide explanations. 

3 STATEMENT OF ACCOUNTS 2013 -2014

The Acting Head of Finance submitted a written report presenting the Council’s Statement of Accounts for the year ended 31st March 2014 for Members’ consideration and information.  This was the fourth year in which these statements had been prepared under International Financial Reporting Standards.  In particular, the report tried to show how each of the Council’s Directorate’s budgets and spending was reflected in the financial accounts. 

Following the introduction of the Accounts and Audit Regulations 2011 there was no longer any need for Members to give formal approval of the draft accounts.  The Acting Head of Finance had certified the statements as giving a true and fair view of the Council’s financial position at the balance sheet date, and of its financial performance during the year.

Members had already approved the accounting policies underpinning the draft accounts and were asked to consider the main accounting statements and accompanying disclosure notes which included:

· the comprehensive income and expenditure statement for the year ended 31st March;
· the movement in reserves statement; and
· the Balance Sheet as at 31st March 2014.
The report provided background information and detailed the three main statements, advised of the financial implications and concluded that overall financial performance, budget management and reporting continued to be strong.
RESOLVED that 

(a) the Statement of Accounts for the Year Ending 31st March 2014 be noted; and
(b) the applied accounting policies selected by the Acting Head of Finance be approved.
4 ANNUAL REPORT ON TREASURY MANAGEMENT
The Acting Head of Finance submitted a written report advising Members that the Authority operated under the Chartered Institute of Public Finance and Accountancy (CIPFA) Code for Treasury Management in Local Authorities which had been adopted by the Council at its meeting held on 3rd April 2002.  Following the turmoil in the Banking Sector in 2008 and the subsequent collapse of the Icelandic banking system in which a number of local authorities had funds invested, CIPFA had revised their Code of Practice on Treasury Management in Local Authorities.  One of the requirements of the new Code was that the Head of Finance should present an annual report on Treasury Management to the relevant Committee.  This report was in respect of the financial year ended 31st March 2014.

The report for the 2013/14 financial year concluded that the current low interest rates which the Council were receiving on investments was presenting the Council with budgetary challenges so we were trying to manage by adapting our basic strategy to market conditions whilst staying within the overall policy framework agreed by Members.  
RESOLVED that 
(a) the report be noted; and

(b) Officers within the Finance Service be thanked for their hard work in managing the Council’s financial investments.
(Councillor Battye declared an interest in the above item as she had savings with the Yorkshire Building Society). 
5 AUDIT COMMITTEE UPDATE REPORT (PROGRESS)
A representative of Grant Thornton attended the meeting and presented, for the information of Members, a progress report detailing work which they had or would be undertaking, together with details as to when this work had been or would be reported to the Committee. The report included a summary of emerging national issues and developments together with a number of challenge questions in respect of these emerging issues which the Committee may wish to consider. 

RESOLVED that the report be noted.

6 REVIEW OF THE EFFECTIVENESS OF INTERNAL AUDIT
The Acting Head of Finance submitted a written report advising Members that the Accounts and Audit (England) Regulations 2011 required the Council to “conduct a review of the effectiveness of its internal audit” and for the results of that review to be considered by the Audit Committee as part of the system of internal control referred to in Regulation 4 of the Act.

The report provided detailed information and comments in relation to:

(i) review of the effectiveness of the system of Internal Audit;

(ii) review of the effectiveness of Internal Audit – Annual Report 2013/2014;

(iii) external assessments on the effectiveness of the Internal Audit team;

(iv) other measures to evidence an effective Internal Audit team;

(v) the Annual Governance Statement 2013/2014; and
(vi) Head of Internal Audit’s opinion.

It was the view of the Head of Internal Audit that, taking into account all the evidence and information set out within the report, the annual review confirmed that the Council’s Internal Audit function provided an effective service to the Council. 

RESOLVED that

(a) the Committee confirms that the Council’s Internal Audit service provides an effective service for this Council; and

(b) the findings within this report be taken into account when considering the review and approval of the Annual Governance Statement, which was the culmination of the continuous review into the overall effectiveness of the system of internal control and governance arrangements in place within the Council in accordance with Regulation 4 of the Accounts and Audit (England) Regulations 2011.
7 THE ANNUAL GOVERNANCE STATEMENT
The Acting Head of Finance submitted a written report advising Members that in compliance with the requirement of the Accounts and Audit (England) Regulations 2011 the Authority must conduct a review at least once a year of the effectiveness of its system of internal controls.  The Committee was responsible for considering the findings of the review, as they were the Committee responsible for governance.  Following consideration of the review Members were responsible for approving an Annual Governance Statement (AGS) which must then accompany the Council’s Statement of Accounts.  The report provided detailed background information on the AGS and the Assurance Framework for Members’ consideration.

By adopting the mechanisms set out in the report, whereby Members of the Audit Committee were fully involved with the review processes by which the Annual Governance Statement was prepared and approved, this complied with statutory requirements and proper practices. 

RESOLVED that

(a) approval be given to the annual review carried out throughout 2013-14 into the effectiveness of the system of internal control within the Council (as detailed within Appendix 2 – The Calderdale Council Quality Assurance Framework);

(b) the 2013-14 Annual Governance Statement be approved; 

(c) the Leader of the Council and the Chief Executive be authorised to sign the Annual Governance Statement and for the signed document to then accompany the Council’s Statement of Accounts; and

(d) progress reports on the significant issues raised in the Annual Governance Statement should be presented to the meeting of the Audit Committee on 19th January 2015.

8 INFORMING THE AUDIT RISK ASSESSMENT
A representative of Grant Thornton attended the meeting and presented a written 
report which outlined the important areas of the auditor risk assessment.  As part of 
the risk assessment procedures, Grant Thornton were required to obtain an 
understanding of management processes and the Audit Committee’s oversight of the 
following areas:-

· Fraud;

· Laws and regulations; and

· Going concern.

The report outlined a series of questions on each area which required responses from both management and the Audit Committee. 
RESOLVED that the report be noted.

9 AUDIT FEE LETTER 2014/15
A representative of Grant Thornton attended the meeting and presented a letter which outlined the proposed work programme and scale of fees as outlined by The Audit Commission.
RESOLVED that the audit fee letter for 2014/15 be noted.

10 INTERNAL AUDIT SERVICES TRACKING REPORT 
The Acting 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 this Committee for Members’ consideration and action as required.  Attached at Appendix 1 was the tracking report listing 29 internal audits carried out and issued to Managers during 2014-15 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. 
11 WORK PLAN
The Acting 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.
Officers reported orally that there had been changes to the Audit Framework and asked if Members would like some training around the changes.

RESOLVED that 

(a) the core Audit Committee Work Plan be approved; 

(b) the Acting Head of Finance be requested to arrange a presentation around the changes to the Audit Framework for the meeting of this Committee due to be held on 1st September 2014; and
(c) the Acting Head of Finance be requested to prepare a written report to be submitted to the meeting of this Committee on 1st September 2014 which seeks approval for a peer review arrangement with other West and South Yorkshire Internal Audit Sections for the external assessment of the Public Sector Internal Standards.   

12 APPOINTMENT OF DEPUTY CHAIR FOR THE 2014/15 MUNICIPAL YEAR

*RESOLVED that it be recommended to the Council that Councillor Baker be appointed as Deputy Chair of this Committee for the 2014/2015 Municipal Year.
