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The Accounts and Audit (Amendment) (England) Regulations 2006 (SI2006/564)

1. INTRODUCTION

1.1 Local Government financial legislation, most recently the Audit Commission Act 1998, allows Accounts and Audit Regulations to be produced in the form of Statutory Instruments.  These regulations cover a variety of matters connected with the production and audit of the Authority’s statutory accounts.  

1.2 The Accounts and Audit Regulations 2003 (SI 2003/533) came into force on 1 April 2003 and certain sections have been subsequently amended by the Accounts and Audit (Amendment) (England) Regulations 2006 (SI2006/564). The most recent changes were laid before Parliament in March 2006 and came into effect on 1 April 2006. (SI2006/564)

1.3 A key aim of the recent amendments to the regulations is to strengthen governance and accountability within relevant bodies.

1.4 The paragraphs below provide details of the main amendments relevant to the Council together with the impact.

2.
MAIN IMPACT OF REGULATION CHANGES

2.1 Regulation 4 – Financial Management

The current 2003 regulations stipulate that:

· The relevant body shall be responsible for ensuring that the financial management of the body is adequate and effective and that the body has a sound system of internal control which facilitates the effective exercise of that body’s functions and which includes arrangements for the management of risk.

· The relevant body shall conduct a review at least one a year of the effectiveness of its system of internal control. 

The 2006 amendment now adds the following requirement:

· The findings of the review shall be considered by a committee of the relevant body, or by members of the relevant body meeting as a whole, and following that consideration, shall approve a statement of internal control (i.e. SIC) prepared in accordance with proper practices to internal control.

· The relevant body shall include the statement (SIC) with

· Any statement of accounts it is obliged to publish in accordance with regulation 11,

· Any income and expenditure account, statement of balances or record of receipts and payments it is obliged to publish in accordance with regulation 12.  

Impact on Council – No significant change to current practice is required as a result of this change.

2.2 Regulation 6 – Internal Audit 

The amendment now requires the relevant body to maintain an adequate and effective system of internal audit of its accounting records and of its system of internal control (note 1*) in accordance with the proper practice in relation to internal control, as opposed to being in accordance with the proper internal audit practices. A new requirement is that the relevant body shall, at least once in each year, conduct a review of the effectiveness of its system of internal audit (note 2), and that the findings of the review shall be considered, as part of the consideration of the system on internal control, by the committee or meeting approving the SIC.   

*Note 1 – “Internal control” comprises the systems of internal controls, procedures and balances, internal checks, adequacy of systems, risk recognition and risk management, and Internal Audit. The requirement for Internal Audit to operate in accordance with the CIPFA Code of Practice has not changed.

Impact on Council – Reporting on the system of Internal Audit will be undertaken as part of the wider reporting set out in Regulation 4 in relation to the SIC. 

The review will include reference to the following - 

· Comparators arising from the IPF Benchmarking Club

· Compliance with the (Revised) CIPFA Code of Practice for Internal Audit

· Comments/feedback from the Audit Committee

· Internal Audit planning process

· Results of “material” audit reviews (as defined by the Audit Commission)

· The Audit Commission’s Progress Report

· Client Feedback (in due course)

2.3 Regulation 7 – Statement of Accounts

The 2003 regulations set out in some detail the items to be contained within the annual Statement of Accounts. The 2006 regulations supersede this with the need to comply with ‘proper practice in relation to accounts’ which in this instance refers to the need to comply with the SORP (Statement of Recommended Practice), which represents the formal guidance for producing annual accounts.

Impact on Council – The Statement of Accounts Action Plan considered elsewhere on the agenda recognises the need to improve compliance with the SORP.

2.4 Regulation 10 – Signing and approval of statement of accounts etc

The 2003 regulations introduced for the first time the requirement for the Chairman of the Authority (the Mayor) to sign the annual statement, in addition to the responsible financial officer (the Director of Corporate Services).  This change was designed to improve the ownership of the accounts by members.

The 2006 regulations have responded to national concerns that the regulations placed obligations on Authorities to approve the accounts, irrespective of any concerns members might have had about approving them.

Specifically, a new provision has been added to the regulations, which allows for an Authority not to approve the accounts and, in those circumstances, to follow a particular procedure set out below: -

In the event that an Authority does not approve the Statement of Accounts by the due date, it must hold a meeting of the whole Authority within 20 working days to consider the Statement.  If, at this meeting, there is no resolution to approve the accounts, the Authority will produce a statement, as soon as reasonably practicable, setting out the reasons why it cannot approve the accounts.

Impact on Council – Members should note the requirement to hold a special Council meeting within 20 days should it not approve its accounts by 30th June.

2.5 Regulation 19 – Publication of the annual audit letter

The amended wording is as follows:

As soon as reasonably possible after receipt of the annual audit letter from the auditor or the Commission, a committee of the relevant body of the members of the relevant body meting as a whole, shall meet to consider it and following that consideration, shall (a) publish the annual audit letter received from the auditor; and (b) make copies available for purchase by any person on payment of such sum as the relevant body may reasonably require.

Impact on Council – There are no significant changes to the Council’s current practices although the Council must ensure the letter is published in a timely manner following delays in the publication of the 2003/4 letter.  The meeting of the Audit Committee on 21st June will consider the 2004/5 Annual Audit Letter.

3.
RECOMMENDATIONS
Members are requested to note the changes made to the Regulations, and the impact of the changes on the governance of the Council’s financial affairs.

ANGELA BROWN
Director of Corporate Services
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