
EXCERPT FROM THE MINUTES OF THE

AUDIT COMMITTEE

HELD ON 15 JANUARY 2010
                                                                                                                                                                                                       

AUC.14/10
FUTURE OF INTERNAL AUDIT SERVICES

Councillor Mrs Mallinson (Chairman), having declared a personal interest, remained within the meeting room and took part in discussion on this item of business in her capacity as Chairman.

The Chairman noted that members of the Audit Services team were present at the meeting to observe proceedings.  She welcomed the staff concerned, suggesting that they raise any questions or issues with the Assistant Director (Resources) or Interim Audit Manager following the meeting. 

Pursuant to Minute AUC.64/09, the Assistant Director (Resources) submitted report RD.69/09 concerning the future of Internal Audit Services.  

The Assistant Director outlined for Members the key drivers and proposed benefits of the Shared Audit Service; a summary of delivery options considered; proposed principles underlying the Shared Service; timescale for implementation and efficiency savings identified.

In relation to the benefits of the Shared Audit Service, he stated that the Council would benefit from the greater expertise in delivering the Council’s Audit Plan due to the proposed larger and more robust internal audit service.  Carlisle’s (and Copeland’s) experienced audit staff would be an asset to the shared service arrangements in undertaking actual audit work.  The County Council would bring a significant amount of management experience at Audit Manager and Principal Auditor level.  The Council currently only had a part‑time Audit Manager resource.  However, under the shared service proposals, it would have a full‑time Principal auditor and a 0.5 FTE Audit Manager.  Therefore, the shared service initiative would greatly benefit through the TUPE transfer of the Council’s operational audit team, whilst the Council would be gaining a significant management resource.

An Addendum to the report, which updated Members on information received since preparation thereof, had also been circulated prior to the meeting i.e.

(i) revised Business Case (V7.0) reflecting the three Councils (the County Council, Carlisle and Copeland Shared Audit Service proposals following Allerdale’s decision to pull out of the initiative; and

(ii) Internal Audit staff observations on the proposals set out in the Business Case.

The Assistant Director explained the differences between the revised Business Case and the version appended to Report RD.69/09 originally submitted as detailed at Sections 1.1.1, 1.5.1, 2.5, 2.10.12, 3.3, 4.19, the Groupings of Audit responsibilities (days), 5.2, 2009/10 budget information and 5.12.

The effect on Carlisle of the revised Business Case was minimal and did not change the implications/advantages of entering into a shared Audit Service as set out in the covering report.

The Assistant Director then outlined staffing consultation undertaken, details of which were provided, confirming that Officers would respond to all staff concerned.  He advised that there would be no redundancies as a result of the shared service initiative; staff would remain in their current location and undertake their own work in the short/medium term; and TUPE applied to the proposal.

The Assistant Director reported that the Project Board considered that a Shared Internal Audit Service, hosted by Cumbria County Council, would provide the most robust audit arrangement, with the scope for improved performance with modest savings initially and the potential for longer term savings through further rationalisation to management structures.  He added that delivery of shared services across Councils required commitment, co-operation and much detailed and sustained work.  The Shared Service proposal for Internal Audit Services provided opportunities to benefit from a robust service which would be provided as a critical mass to all participants.

In conclusion, the Assistant Director sought the Committee’s comments on the proposal which would be considered by the Executive on 15 February 2010.

The District Auditor clarified that her comments set out at Section 6.4 of Report RD.67/09 (Audit Services Progress Report) were in response to concerns previously expressed regarding the proposed arrangements to resource and maintain the independence of Internal audit to 31 March 2010 and did not relate to the longer term solution of a shared service or other contractual arrangement.

The District Auditor reiterated that, in terms of the Audit Shared Service going forward, the proposed model was a very common model, utilised by other organisations such as the NHS.  There were only three NHS internal audit providers for the whole of the North West. 

A Member noted that under the proposed timescale for implementation, and subject to approval by all the participating Councils and to appropriate legal agreements being put in place, the target date for ‘go live’ was 1 April 2010.  He did not consider the ICT Shared Service to be an exemplar of good practice and expressed real concern that the proposed shared internal audit service was being progressed at breakneck speed and without all aspects being put in place.  He further referred to the comments set out at Appendix 2 and was concerned that the Council may be failing to properly engage with the staff concerned.

The Member was not reassured by what he had heard.  The proposed shared services included functions of great importance to the authority and he emphasised the need to proceed carefully and realistically.

In response, the interim Audit Manager said that he shared the comments on lack of detail.  The process was evolutionary and the principal motivator for the 1 April 2010 implementation date was to get a joint Audit Plan in place.  The intention was that a meeting would take place with staff to provide more detail on the questions raised.

The Member welcomed that response which was helpful.  He again emphasised that it was critical that the expertise and comments of staff involved were used to inform the process.

The Assistant Director added that lessons had been learnt from the ICT and Revenues and Benefits Shared Service arrangements, notably that the timetable for the proposal under consideration today would be fluid.

On a point of clarification, the District Auditor stated that an Audit Plan was not for her benefit, rather for the Council.

The Assistant Director and Interim Audit Manager then responded to Members’ questions on future audit resources and costs.

RESOLVED – (1) That Report RD.69/09 and the additional information set out in the Addendum thereto be noted.

(2) That, further to their deliberations on the future of Internal Audit Services, the Audit Committee recommended to the Executive:

(a) That an Audit Plan be put in place by 31 March 2010.

(b) That, should the Executive wish to endorse the proposed Internal Audit Shared Service, TUPE arrangements for the transfer of the Council’s operational Audit Team should apply. 

(c) That timescales for implementation of the proposed Shared Service initiative be clearly identified.







