(Approved by the City Council on 2 May 2006)

ACCOUNTS COMMITTEE

WEDNESDAY 19 APRIL 2006 AT 2.00 PM

PRESENT:
Councillor Stevenson (Chairman), Councillors Aldersey (as substitute for Councillor P Farmer), Mrs Bradley,  Glover, Joscelyne,  Mrs Prest, Ms Quilter and Mrs Styth  

ALSO

PRESENT:
Councillor Jefferson (Policy and Performance Management; 



Finance and Resources Portfolio Holder)


Councillor Allison (observer)  


Ms Tina Meyer (Audit Manager, Audit Commission)    

AC.13/06
APOLOGY FOR ABSENCE

An apology for absence was submitted on behalf on Councillor P Farmer. 

AC.14/06
DECLARATIONS OF INTEREST

There were no declarations of interest affecting the business to be transacted.

AC.15/06
MINUTES OF PREVIOUS MEETINGS
The Minutes of the meeting of the Accounts Committee held on 15 February 2006 were agreed as a correct record and signed by the Chairman.

The Minutes of the meeting held on 7 March 2006 were noted.


AC.16/06
PROPOSALS TO ESTABLISH AN AUDIT COMMITTEE
The City Council on 7 March 2006 gave consideration to a reference from the Accounts Committee regarding the establishment of an Audit Committee, and agreed to instruct Officers to investigate the manner by which the Council should discharge its future governance responsibilities relative to the Financial Statements of the Council and whether that could be done through an Audit Committee or similar mechanism.  The Council further agreed to delegate to the Accounts Committee the task of drawing up suitable terms of reference for an Audit Committee and report back thereon to the Council as soon as possible (Minute C.61/06 refers).

The Director of Legal and Democratic Services presented report LDS.11/06 setting out for Members some draft Rules of Governance for consideration in respect of the establishment of a formal Audit Committee by the Council.

Although there was no specific statutory duty as yet to set up a free‑standing Audit Committee, the Council did have a responsibility under the Accounts and Audit Regulations 2003 to ensure that its financial management was adequate and effective, and that it had a sound system of internal control which facilitated the effective exercise of its functions.  Further, Section 151 of the Local Government Act 1972 required the Council to make arrangements for proper administration of its financial affairs.  The authority, therefore, had to be able to demonstrate that it had in place robust governance arrangements to fulfil those responsibilities.

At the end of 2005 CIFPA had produced guidance for local authorities which was consistent with the Audit Commission’s thinking and which encouraged authorities to consider setting up free-standing Audit Committees to demonstrate compliance with the above responsibilities.  Although the guidance recognised that many authorities already dealt with audit issues through other means, it stated that there was always the danger that either the audit functions of a generalist Committee may become diluted by the pressure of other business, or that the proper functions of those other Committees might become less clear.  The guidance therefore highlighted a number of benefits that might be gained from operating a separate free‑standing Audit Committee and, for those reasons, encouraged Councils to look at setting up such a free-standing Audit Committee.

The Director reported that the CIPFA guidance set out a clear direction which it recommended authorities to consider in connection with setting up an Audit Committee.  Whilst the precise terms and functions of the Committee would be a matter for each authority to determine, the guidance advised that the Committee’s Rules of Governance should address the following points, details of which were provided –

· Statement of Purpose

· Terms of Reference

· Independence of the Committee

· Composition of the Committee

· Frequency of Meetings

· Skills, Experience and Training

· Administration

Draft Rules of Governance were appended to the report and the Director explained the various choices and issues which the Committee would require to consider.

Although currently some of what could be described as Audit Committee functions were nominally allocated to the Corporate Resources Overview and Scrutiny Committee, it was clear that was one of many functions carried on by that Committee.  It was recognised that there was a need to give attention to audit matters a much higher profile in the authority and to put in place a structure to allow elected Members to have a closer involvement in such matters and, in particular, in the working up of the Statement of Accounts and SAS 610 reports to the formal approval stage.   The CIPFA guidance and the direction it set out also had strong Audit Commission support and it was right that the Council should be seen demonstrably to be adopting best practice in that area.   It was, therefore, recommended that the Council should establish a free‑standing Audit Committee.

Members then gave detailed consideration to the draft Rules of Governance and agreed the same, subject to the following amendments –

SECTION 2. – TERMS OF REFERENCE

2.2 – Regulatory Framework - The word “financial” be included between the words “and” and “codes” in the first paragraph, second line.

2.3 – Accounts

The first sentence be amended to read “To review the Annual Statement of Accounts and to make recommendations to Council in respect of the approval of the Statement of Accounts.”

SECTION 3. – ACCOUNTABILITY

3.2 - be expanded to read “The Chairman of the Audit Committee will be appointed by the Committee.  The Chairman and the Committee will ensure that relevant issues are promptly brought to the attention of the Executive, Overview and Scrutiny and Regulatory Committees or the full Council.”

SECTION 4. – AUTHORITY AND ACCESS

4.1 – be amended to read “The Audit Committee has a right to request relevant information from appropriate or relevant Members and Officers of the Council.”

SECTION 5. – MEMBERSHIP

5.1 – be amended to read “Audit Committee Members will be appointed by the Council and consist of (5 or 6) Members in accordance with the rules governing political balance.  No Member of the Executive and no Chair of the Overview and Scrutiny Committees will be eligible to be a Member of the Audit Committee.”

5.2 – the words “The People, Policy and Performance Directorate will provide technical support to the Committee when required” be inserted after the first sentence.

SECTION 6. – ATTENDANCE

6.1 – the words “The Portfolio Holder for Finance” be inserted as the second bullet point.

SECTION 7. – MEETINGS

7.1 – the words “Subject to there being sufficient business to transact” be deleted from the first sentence.

SECTION 9. – WORK PROFILE OF THE AUDIT COMMITTEE

9.5 – Other – the words “such other matters of an audit, financial or governance nature as fall within the terms of reference of the Committee or as may be referred by the Council” be added as a fourth bullet point.

Ms Meyer referred to the Audit Committee Timetable at Appendix A to the report and pointed out that items 5 (Review of Statement on Internal Control to accompany the final accounts) and 6 (Review of external audit annual plan) had not been included on the Agenda for the April meeting and therefore both would require to move forward. Item 9 (Review of External Audit annual letter needed to change to March instead of December.

RESOLVED – That the City Council be recommended to approve the draft Audit Committee Rules of Governance with a view to the Audit Committee being established as part of the Council’s governance arrangements as from the Annual Council meeting on 22 May 2006, subject to the above amendments and to the full Council determining whether the Committee should comprise of 5 or 6 Members.

AC.17/06
STATEMENT OF ACCOUNTS UPDATE
The Director of Corporate Services provided a verbal update to the Committee, commenting that an opinion on the Statement of Accounts for 2004/05 had not yet been received from the Auditor.  Amended accounts had been submitted to the Audit Commission on 27 February 2006, following which further queries were received.  Officers had responded to the issues identified and a further set of amended accounts had been issued to the Audit Commission on 13 April 2006.

Referring to the Statement of Accounts - Action Plan, the Director reported that all of the actions timetabled for February/March had been achieved.   The latest version of the Action Plan would be reported to the City Council at its special meeting on 27 April 2006 and was being monitored by Senior Management Team on a weekly basis.   This had already been reported to the Accounts Committee.

Additional resources to assist Finance staff had now been secured, as reported to Members at their meeting on 7 March 2006.

Referring to the bank reconciliation, the Director reported that the supplier was on site and six days consultation advice had been provided to date, with a further twelve days having been agreed.  The main focus to date had been in respect of the 2006/07 Accounts to ensure that similar problems did not occur and the system was working successfully so far.  Attention was now being given to 2005/06, which it was hoped would be achieved over the six additional days.

No response had been received from the Audit Commission as to whether the 2004/05 Bank Reconciliation provided them with the necessary assurances and was acceptable.

Completion of the 2005/06 accounts would come forward by another month (i.e. accounts approved by end June 2006).  That would also be monitored through Senior Management Team and brought before Members.

In response, Ms Meyer confirmed that the amended accounts received on Thursday 13 April 2006 were being reviewed and a report would be provided to the Council as soon as was possible.    

The Bank Reconciliation had been referred to Audit Commission technical support staff and the audit had been subject to a review by an independent Auditor.  A meeting with Ms Fiona Daley may be appropriate in May 2006.  She would like to discuss the Annual Audit Letter separately, so that could also be picked up at that meeting.

In discussion, Members raised the following questions and issues –

1. A Member reiterated her previous concern as regards verbal reports to the Committee, commenting that the update should have been provided in writing.  She also questioned why the Committee had not been afforded the opportunity to comment upon the Action Plan prior to it being considered by full Council.

The Town Clerk and Chief Executive apologised for the verbal update, explaining that much of the progress made had occurred late the previous week i.e. after the deadline for the submission of written reports.  A copy of the verbal statement could be provided to Members.

Members had already seen the Action Plan.   Discussion at special Council would not focus on the Action Plan itself, but rather around the Section 11 recommendation.

In response the Member believed that, in the circumstances, the update should have been tabled at the meeting.

2. In response to a Member’s questions, Ms Meyer clarified that a Section 11 recommendation had been issued as part of the Annual Audit and Inspection Letter.   Legislation required that the recommendation must be discussed at a public meeting, and the meeting must be advertised.  The recommendation was designed to demonstrate how seriously the Audit Commission took the matter.

The Director of Legal and Democratic Services added that under the legislation the Section 11 recommendation must be referred and dealt with by full Council within one month from the date of issue of the recommendation.

The Town Clerk and Chief Executive reminded Members that, although still serious, a Section 11 Recommendation was a step down from a Public Interest Report to which the Auditors had previously alluded.

3. A Member questioned the business to be transacted at the meeting to be held in May 2006, bearing in mind that new Committees would not be appointed until the Annual Council meeting on 22 May 2006.

Ms Meyer replied that the 2006/07 Audit Plan would shortly be published and would require to be discussed with Members.  Also, if appropriate, Auditors would report back with their conclusions on the final accounts for 2004/06, and on the Statement of Internal Control.

RESOLVED – That the position be noted.

[The meeting ended at 3.05 pm]

