AUDIT COMMITTEE

FRIDAY 9 APRIL 2010 AT 10.00 AM 
PRESENT:
Councillor Mrs Mallinson (Chairman), Councillors P Farmer, Layden, Ms Patrick, and Mrs Riddle (as substitute for Councillor Boaden) 
ALSO

PRESENT:
Mrs Karen Murray (District Auditor, Audit Commission)


Nick Pearson, Shared Services Audit Manager, Cumbria County Council
AUC.18/10
WELCOME
The Chairman welcomed all those present to the meeting and in particular Nick Pearson, of Cumbria County Council, who will be the Auditor for Carlisle under the new Shared Audit Services arrangement.
AUC.19/10
APOLOGIES FOR ABSENCE
Apologies for absence were submitted on behalf of Councillors Boaden and Hendry and Mr Richard McGahon (Audit Manager, Audit Commission)

AUC.20/10
DECLARATION OF INTEREST
Councillor Mrs Mallinson declared a personal interest in accordance with the Council’s Code of Conduct in respect of Agenda items A.1 (Minutes of Meeting of 15 January 2010– Item AUC 14/10 - Future of Internal Audit Services) because she is also a Member of Cumbria County Council.

AUC.22/10
MINUTES
The Minutes of the meeting of the Audit Committee held on 15 January 2010 were submitted.
RESOLVED – That the Minutes of the meeting of the Audit Committee held on 15 January 2010 be agreed as a correct record and signed by the Chairman.
AUC.23/10
MINUTES OF RESOURCES OVERVIEW AND SCRUTINY PANEL
The Minutes of the meetings of the Resources Overview and Scrutiny Panel held on 7 and 26 January 2010, and 18 February 2010 were submitted for information.
RESOLVED – That the Minutes of the meetings of the Resources Overview and Scrutiny Panel on 7 and 26 January 2010, and 18 February 2010 be noted and received.

AUC.24/10
RESPONSE FROM THE EXECUTIVE
The following Minute Excerpts were submitted setting out the decision of the Executive on 15 February 2010 in response to concerns/comments raised by this Committee:

 Minute EX.024/10 – Future of Internal Audit Services
The Executive had decided –
“That the Executive endorsed the proposal to enter into a shared Internal Audit Service for recommendation to the City Council”.

RESOLVED – That the decision of the Executive be noted.
Minute EX.028/10 – Reference from the Audit Committee – Annual Audit Letter
The Executive had decided – 

“That the report be received, it being noted that the Annual Audit Letter was to be submitted to the meeting of the City Council for consideration”.

RESOLVED – That the decision of the Executive be noted.

Minute EX.029/10 – Reference from the Audit Committee – Use of Resources Report 2008/09
The Executive had decided – 

“That the report be received, it being noted that the Use of Resources Report 2008/09 was to be submitted to the meeting of the City Council for consideration”.
The Chairman was pleased to receive and note the comments from Executive and stated that she would follow up with the Shared Services Audit Manager to take the Use of Resources forward.

RESOLVED - That the decision of the Executive be noted
AUC.25/10
CERTIFICATION OF CLAIMS AND RETURNS
The District Auditor presented the Annual Report on Claims and Returns for 2008/09.

The report summarised the findings from certification of 2008/09 claims.  It included the messages arising from the Audit Commission’s assessment of the City Council’s arrangements for preparing claims and returns and information on claims that the Audit Commission had amended or qualified.
Carlisle City Council received more than £29.2 million funding from various grant-paying departments.  Those grants have conditions attached that the Council had to show had been met.  In 2008/09 the Audit Commission certified five claims, of which one was a limited review and a full review of four claims.  Four claims were amended and the Audit Commission were unable to fully certify them and for each one a qualification letter to the grant-paying body was issued.
The key area for improvement to the Council’s arrangements for grant claims was the Single Programmes claims.  The Council needed to ensure submission of the 2009/10 claim for audit by the 30 June deadline.  The Council also needed to improve the quality assurance arrangements to minimise errors and ensure compliance with grant conditions.  

The following recommendations, that had been agreed by the relevant officers of the Council, were made:  

· consider whether Internal Audit should undertake work on the single programme claims

· ensure that all single programme claims were submitted for audit by 30 June deadline

· ensure that all single programme claims were subject to quality assurance checks so that arithmetical, typographical or totals errors were addressed prior to submission for audit

· ensure that only expenditure paid in the year was included within the relevant year’s single programme claims

· where possible, for single programme claims, obtain an updated offer letter/programme agreement from North West Development Agency (NWDA) for the approved funding for the lifetime of the project.

The Development and Support Manager advised that while he accepted there were one or two areas to be looked at, he had responded to the report and confirmed that he would look at the issues in more detail.  He stated that quality assurance would be more robust in future.
The Chief Accountant advised that training had been arranged for 23 April for people who were involved in the implementation of claims.  Training had been provided previously and was attended by the Chairman who was confident that checks and balances were in place along with more robust quality assurance arrangements.

The Chairman was assured that, following work done by the Development and Support Manager and the Chief Accountant, if more work was carried out by Internal Audit there would be a reduction in the fees charged by the Audit Commission.  The District Auditor explained that the Audit Commission carried out tests as laid down by the relevant Government Department.  She agreed to forward the list of grant instructions to the Interim Audit Manager to determine how the tests were made.  
A Member was concerned that issues were being picked up that involved third parties in projects.  The District Auditor explained that it was difficult when third parties were involved but that Carlisle City Council was not too badly affected.  The Development and Support Manager advised that the Council were aware of the issues and were attempting to resolve them.  

RESOLVED – (1) That the Annual Report on Grants and Returns for 2008/09 be received.
(2) That the Committee, through the Executive, requested that officers ensured that audit checks, balances and systems needed to be in place to advise partners of their responsibilities when entering into a contract with the City Council.
AUC.26/10
AUDIT COMMITTEE’S ANNUAL REPORT
The Acting Head of Audit presented a report (RD.1/10) summarising the work undertaken by the Audit Committee during the period from 8 April 2009 to 15 January 2010.  
The Acting Head of Audit advised that the report would be amended by including details of the April 2010 meeting and it was further agreed to make reference to the April 2009 meeting in the revised report but to omit the detail in order that the report reflects the Municipal Year.
RESOLVED – (1)
That the draft report be agreed subject to the inclusion to the amendments setting out the outcomes of the meeting of the Audit Committee of April 2010.
AUC.27/10
2009/10 FINAL ACCOUNTS PROCESS

The Chief Accountant submitted a verbal update on the final accounts process.  
The Chief Accountant advised that timetables had been issued to staff involved in the final accounts process and training had been provided.  Training would be available to all Members of the Council in early June prior to the Audit Commission’s audit of the accounts.  The training would be provided internally.  Detailed reports had been sent to SMT and no major risks had been identified.  
With regard to the IFRS the Chief Accountant explained that the treatment of leases and mitigation would be included in the 09/10 statement and that the Action Plan would continue to be updated.

RESOLVED – (1)
That internal training would be made available to all Members of the Council
AUC.28/10
STRATEGIC AUDIT PLAN AND AUDIT PLAN FOR 2010/11
The Acting Head of Audit submitted report RD.4/10 that gave details of the updated Strategic Audit Plan and the proposed Audit Plan for 2010/11. He explained that he had spoken with the Chief Executive and the Plan had been presented to SMT, neither of whom had made any amendments.  
The Acting Head of Audit referred Members to Appendix C and advised that the standard methodology recommended by CIPFA had been applied.  Gill Martin, Efficiency Manager, had undertaken the exercise and the Committee thanked her for her input.  
The District Auditor commented on the report to advise that the strategic plan as it stood would be difficult for Members to use to ensure that internal audit were providing the assurance needed because it did not set out the detail of internal audit coverage.  Furthermore, as there was no indication of days to be spent on individual reviews, it would be difficult for Members to oversee that internal audit coverage was in line with the plan.  The District Auditor was also unclear on how the plan would be implemented because, for example, partnership working was a high risk area but Carlisle Renaissance was identified as a separate review.  The plan did not appear to cover some corporate areas such as data quality where Members might be looking for internal audit to provide assurance.  

The Acting Head of Audit referred Members to section 4.4 of the report that advised that the Risk Indicator showed the order in which the reviews were to be considered and not necessarily the order in which they would be undertaken.  The Acting Head of Audit would work with the Shared Services Audit Manager on adding more detail to the Audit Plan.  He explained that he would identify the plan for the coming quarter and that outturn results would be issued on a regular basis.
With regard to HR and checking references, the Acting Head of Audit advised that an audit was currently being undertaken of personnel systems and a report would be presented to the Committee in June.  He explained that personnel was a large area to audit and for that reason it was split up into different components for review purposes.  

There was some discussion on the methodology for weighting.  The Acting Head of Audit explained that although it was a complex process it was a standard CIPFA process used by many authorities and that he could explain it in detail to Members in writing should they request it.  
RESOLVED – (1) That report RD.4/10 be noted

(2) That the Audit Risk Assessment – Carlisle City Council Strategic Risk Based Plan 2010/11 be submitted to Council for approval

(3) That the Committee sought further information detailing resource utilisation, that the plan fully reflected separate reviews for external funding and Carlisle Renaissance and that the Acting Head of Audit and the Audit Shared Services Manager would look at making the report clearer.
(4) That quarterly reports be presented to Committee with outturn results included.

AUC.29/10
AUDIT SERVICES PROGRESS REPORT
The Acting Head of Audit submitted report RD.3/10 that summarised the work carried out by Audit Services since the previous report to Committee on 15 January 2010.
The final reports on the Audits of Licensing, Shopmobility, Improvement Grants, Dog Warden and Enforcement, Housing and Council Tax Benefits and Job Evaluation Back Pay were appended to the report.  

Work was also in progress on a number of other reviews, including the ‘material’ systems, for which the final reports would be presented to Members in due course.

The Acting Head of Audit stated that follow‑up reviews had been undertaken where appropriate during the period covered by the report.  There were no new issues arising to which Members’ attention needed to be drawn.  
As reported to Members at previous meetings, requirements for the full property database would be progressed in due course as part of the Chief Executive’s transformational review.  In the meantime, the MASS database continued to be developed with details of playgrounds, monuments and allotments currently being incorporated.  In addition, the Real Asset Management System had now been implemented, tested and relevant staff trained up.  Whilst enhancements were required to improve data collection and reporting, the system was operational and ready to be utilised for the closure of accounts (the main priority).

The Acting Head of Audit outlined the position, following an earlier Audit Review of External Grant Funding, commenting that as a requirement of the NWDA’s funding offer in connection with Carlisle Renaissance Year 1 Action Plan, the NWDA had agreed to fund an external assessment of the management of external funding, in terms of financial controls, processing of claims, etc which would be used to inform any decision on how the role of the External Funding Officer should work in future.  The work had been commissioned from Genecon and, following an initial outline, a draft report had been received.  The EFO and a finance representative within the Resources Directorate had liaised and passed back joint comments to Genecon.  The latest version of the report had been received on 25 March 2010 and would be considered by the Senior Management Team as part of the transformational review.  The situation would continue to be monitored by Audit Services and developments reported to the Audit Committee in due course.  
The Acting Head of Audit then advised on the work done on Job Evaluation Back pay and advised that after an audit of the figures only one error had been identified providing a high degree of assurance.
In respect of a query over the submission of audit reports to other Committees the Acting Head of Audit explained that the audit reports would go to the directorates individually with recommendations.  Those recommendations would be followed up and if any actions had not been done the Audit Committee would chase up the issues with relevant managers.  The Assistant Director (Governance) advised that there were no problems within Licensing with regard to the disposal to confidential waste.  
RESOLVED – That report RD.3/10 be received.

AUC.30/10
ANNUAL GOVERNANCE STATEMENT ACTION PLAN
The Chief Accountant submitted report RD.2/10 on progress of the Annual Governance Statement Action Plan.  He informed Members that in accordance with the usual practice the Action Plan had been monitored and the updated status reported to Members at each meeting of the Committee.  He added that there were no new areas of risk arising from the Audit Reviews or the Risk Register which needed to be drawn to Members’ attention at the current meeting.  

The Assistant Director (Governance) advised that as the date for the production of a national statutory Code of Conduct was not known, the Personnel Manager had produced a code for the City Council and the draft had been presented to the Employment Panel on 1 February 2010.  It had then been circulated to all staff for consultation.  The consultation period ended on 26 March 2010 and the report would now be going to SMT and back to the Employment Panel before being presented at Council.  The draft National Code of Conduct for Officers had been presented to Management Briefing and JMT and would come to Audit Committee when the issue was more clear.  The Assistant Director (Governance) also outlined for the benefit of Members the broad details of an ‘ethical governance’ training package that was in its formative stages.  Training would be provided, initially for managers who would cascade the information to staff.  The Council were also looking at purchasing an e-learning package.  A report would be brought back to the Audit Committee for information once the training package had been further developed.  
RESOLVED – (1) That the Annual Governance Statement Action Plan and the current position relating each of the areas identified be noted.

(2) That the National Officer Code of Conduct be put onto the agenda of a future meeting of the Audit Committee

AUC.31/10
TREASURY TANSACTIONS 2009/10
The Treasury & Insurance Manager submitted report RD.75/09 that provided the regular quarterly report on Treasury Transactions including the requirements of the Prudential Code, as required under the Financial Procedure Rules.  The report had been received by the Executive on 15 February 2010.

The Treasury & Insurance Manager outlined the treasury transactions which had taken place in the period 1 October 2009 to 31 December 2009, together with the reporting process.  That process also afforded the opportunity to refer to any other issues that had arisen since the end of the last quarter.  Investments and other transactions had continued to be made in line with Council policy.  However, investment yields remained at low levels and there were few signs that investment rates would be likely to rise in the near future, but that aspect of the Council’s budget would remain under close scrutiny.
The Treasury & Insurance Manager advised that the Council’s Treasury Management Strategy Statement for 2010/11, that incorporated the Investment Strategy and the Minimum Revenue Provision Strategy, had recently been approved by Council.  The Strategy Statement had been informed in part by the latest editions of both the CIPFA Code on Treasury management and the Prudential Code on capital finance as well as draft guidance on investments recently issued by the DCLG.  Those were all indications of the fact that local authority treasury management remained a high profile activity.  
The Treasury & Insurance Manager explained that the Council had an operational borrowing limit as set by the council.  He advised that the Council had exceeded that limit for a couple of days at the end of March but that it had remained well below the authorised borrowing limit.

The Committee were satisfied that such occasions would arise from time to time and that the Council had to remain transparent in its financial dealings.

RESOLVED – (1) That Report RD.75/09 be received and the Prudential Indicators noted as at 31 December 2009.

(2) That the Executive be informed that the Audit Committee had considered the quarterly report on Treasury Transactions and was satisfied that the Council had acted in good faith and decisions had been made fully in accordance with Council policy.

AUC.32/10
PUBLIC AND PRESS
RESOLVED – That, in accordance with Section 100A(4) of the Local Government Act 1972, the Public and Press were excluded from the meeting during consideration of the following item of business as the report contained exempt information relating to any action taken or to be taken in connection with the prevention, investigation or prosecution of crime as defined in the paragraph number (as indicated in brackets against the Minute) of Part 1 of Schedule 12A of the 1972 Local Government Act.

AUC.33/10
FRAUD INVESTIGATION REPORT

(Public and Press excluded by virtue of Paragraph 7)

The Acting Head of Audit submitted Report RD.6/10 that apprised Members of the results of an audit investigation relating to irregularities over the appointment of a temporary member of staff.
The Acting Head of Audit outlined the circumstances surrounding the appointment and issues that had arisen as a result of using a recruitment agency to fill the post.
Members questioned the officer on the issues raised.
Resolved: (1) That Report RD.6/10 be noted.
AUC.34/10 – CHAIRMAN’S COMMENTS
The Chairman thanked the members of the committee for their support over the year.  She also expressed thanks on behalf of the Committee to the Finance and Audit staff and also to the Audit Commission for their attendance and advice at the meetings.
[The meeting ended at 11:20am]
