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Summary:-

Further to the Audit Committee meeting on the 26 September, this report explains the legal and procedural requirements in respect of the approval of the Council’s Annual Statement of Accounts.  It sets out how the City Council currently complies with these requirements and examines the advantages and disadvantages of changing the current procedure to allow the Audit Committee, rather than full Council, to deal with formal approval of the accounts.

Recommendation:-

Members are requested to consider whether they wish :

(i) To maintain the status quo and make no recommendations to full Council, regarding changing the current sign off arrangements for the Accounts, or 

(ii) recommend that Council changes the existing arrangements and delegates to the Audit Committee full responsibility for considering and formally approving by resolution the Council’s Statement of Accounts in accordance with Regulation 10(3) 

of the Accounts and Audit Regulations 2003.  If the Committee wish to recommend this, it should include a further recommendation that the Director of Legal and Democratic Services be authorised to make all necessary alterations to the Council’s Constitution, particularly in respect of the Council’s functions and the Rules of Governance of the Audit Committee, to facilitate this delegation and change in responsibility.

	Contact Officer:
	John Egan
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	7005


29 September 2008

1. INTRODUCTION

1.1 The Audit Committee on the 26 September last considered Report CORP.52/08 which dealt with the receipt of the Annual Governance Report from the District Auditor as a preliminary to the Auditor issuing her Audit Certificate and formal opinion on the accounts.

1.2 It was mentioned in that report that it was increasingly the practice of authorities to delegate responsibility for approving the Statement of Accounts to a smaller committee rather than reserving the matter to full Council.  Members therefore asked for a report on the implications for the City Council if it wished to do this, including consideration of the advantages and disadvantages of changing the Council’s current approval process.  This brief report is in response to that request.

2. THE CURRENT POSITION
2.1 The Council has a statutory obligation to formally approve its Statement of Accounts, income and expenditure and record of receipts and payments each year under the Accounts and Audit Regulations 2003, as amended.  The Accounts and Audit Regulations are currently being consulted on and the opportunity is also being taken to seek clarification on the approval process, specifically the current requirement to have the accounts approved prior to audit.
2.2 Members will be aware that, under current legislation, responsibility for specific local authority functions is allocated separately to either the full Council, the Executive, the Overview and Scrutiny Committees or other regulatory committees of the authority.  The relevant responsibilities are not transferable insofar as they rest with the designated part of the authority to which the legislation allocates them and cannot be carried out by any other part.  In certain cases, however, the legislation permits the delegation of certain Council functions to smaller committees.

2.3
The combined effect of the relevant statutory provisions is that the function of approving the Council’s Statement of Accounts cannot be carried out by the Executive or by any of the Council’s Overview and Scrutiny Committees.  It must either be undertaken by the full Council itself or, if the Council so chooses, by a committee set up for this purpose which is given appropriate delegated powers.  This capacity to delegate consideration and approval   of the Statement of Accounts is specifically provided for in Regulation 10(3) of the Accounts and Audit Regulations 2003.

2.4
The Council, therefore, has the option of either dealing with the approval of the Statement 
of Accounts itself (and any ancillary matters arising therefrom) at full Council or delegating 
the task to a properly constituted committee to carry out this function.  Such a committee 
would require to be politically balanced.

2.5
The Council’s current arrangements for approving the Statement of Accounts involve both 
the Audit Committee and full Council itself.  The Audit Committee, under paragraph 2.3 of 
its Rules of Governance, has responsibility for reviewing the Annual Statement of Accounts 
and making recommendations to full Council in respect of formal approval of the Accounts.  
Formal approval is reserved to Council, so this necessitates a meeting of full Council to 
consider the Audit Committee’s recommendations and formally sign off the accounts.

2.6
When the Council set up the Audit Committee in May 2006 it considered what functions the Committee should have.  It had regard at the time to guidance issued by CIFPA on how Audit Committees should be constituted and what their terms of reference should be.  There was some discussion at the time on whether the Audit Committee itself should be given delegated authority to approve the accounts, or whether its role should be limited to making appropriate recommendations to full Council who would then have responsibility for the formal sign off.  The view taken when the Audit Committee was established was that formally approving the authority’s accounts was seen as of sufficient importance to retain as a full Council function rather than delegate down to an Audit Committee.  However, since then Audit Committees (although still not statutory) have become increasingly common and their role is given greater prominence.  They are seen as an important part of an authority’s overall governance arrangements and best practice regarding what functions they should now ideally be responsible for inevitably changes over time as best practice evolves.

2.7
Some of the perceived advantages and disadvantages of retaining current arrangements,  with full Council approving the final sign off of the accounts, or delegating the whole process down to the Audit Committee itself are set out below.  Information is also set out as to what the procedures are in what are regarded as best practice authorities in this regard to give Members a feel for what happens elsewhere.  The views of the District Auditor on what she sees as best practice are also rehearsed.

Delegating the approval process to the Audit Committee would have the following advantages:
· More time for finance staff to prepare and quality review the accounts

· More robust scrutiny of the accounts by a group of specialist and knowledgeable Members

· The use of a small Committee would generate informal and constructive discussion outside a more political arena

Conversely, retaining the current arrangements for formally approving the Accounts would allow full Council to have an input into the process which was considered to be desirable when the Audit Committee was first established.

Included within the Local Authority Accounting Panel Bulletin number 31 (LAAP31), the Audit Commission has previously recommended that an Audit Committee would be an appropriate Committee for the approval process for the Accounts.  The Audit Manager, at the Audit Committee meeting in September, concurred with the suggestion proposed by the Director of Corporate Services, but reminded Members that responsibility for approval must be by a Committee which is properly constituted and politically balanced.  Of the authorities who responded to a quick survey, 7 out of 10 respondents, have delegated approval of their accounts to an Audit/Accounts Committee.
3. RECOMMENDATIONS
Members are requested to consider whether they wish :

(i) To maintain the status quo and make no recommendations to full Council, regarding changing the current sign off arrangements for the Accounts, or 

(ii) recommend that Council changes the existing arrangements and delegates to the Audit Committee full responsibility for considering and formally approving by resolution the Council’s Statement of Accounts in accordance with Regulation 10(3) 

of the Accounts and Audit Regulations 2003.  If the Committee wish to recommend this, it should include a further recommendation that the Director of Legal and Democratic Services be authorised to make all necessary alterations to the Council’s Constitution, particularly in respect of the Council’s functions and the Rules of Governance of the Audit Committee, to facilitate this delegation and change in responsibility.

Committee Services/Reports 09/LDS.01/09 Arrangements in respect of approval

of City Council Accounts

	1 IF  = 1 "Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: None" \* MERGEFORMAT 
Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: None


	1



