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QUALITY AND AUDIT COMMITTEE 

8 February 2005

PRESENT:

Directors


Joseph Hattam (Chair)

Ken Childs

Jim Willis
Advisers



Dave O’Neill

Director of Finance and ICT

Philip Slater

Audit Manager, Gateshead Council

Mick Thompson
KPMG

Stuart Gibson
Company Administrator

Apologies for Absence

Barbara Dennis

Brian Stoneman

38 MINUTES

The minutes of the last meeting of the committee held on 21 December 2004 were approved as a correct record and signed by the Chair.

39 MATTERS ARISING – INSURANCE

Insurances were renewed from 1 January 2005.  The terms for these were slightly better than last year.

40 DRAFT INTERNAL AUDIT PLAN 2005/06

The internal audit plan for 2004/05 was based on the level and content of audits carried out when the housing management service was under the direct control of the Council and was heavily biased towards audits based in area offices.

Concern has been expressed about this approach and the apparent duplication and repetition in the audits and subsequent reports.  Following discussions between the company’s Director of Finance and ICT and the Council’s Audit Manager and taking into account the view of the company’s senior management team, the Audit Manager has produced a draft internal plan for 2005/06 with a more theme based approach, details of which were submitted.

The Council’s Audit Manager has produced an explanation of the basis of the draft plan together with a proposed change in the reports for next year.  Details of this were also submitted.

It will be the intention to present the proposed plan at the next meeting of the committee.

RESOLVED –
That the draft internal audit plan for 2005/06 be approved.

41 INTERNAL AUDIT REPORT – GENERAL AND TRAVEL EXPENDITURE

The Council’s Internal Audit has carried out an audit of general and travel expenditure.

The main conclusion is that controls and systems in place were satisfactory, though some issues were identified, particularly over the authorisation of claim forms.  A letter summarising this was submitted.

The claim forms referred to are for travel, subsistence and car mileage from employees of the company. The authorisation requirements have been reinforced to all employees of the company with the warning that all claims not properly authorised will be returned and this could mean a delay in payment.

RESOLVED –
That the audit report be received.

42 INTERNAL AUDIT REPORT – LEASEHOLDER SERVICE CHARGES

The Council’s Internal Audit has carried out an audit of leaseholder service charges.

A letter was submitted stating that the systems are operating well and are in accordance with agreed procedures.

RESOLVED –
That the audit report be received.

43 INTERNAL AUDIT REPORT – COMPANY ACCOUNTING, GOVERNANCE AND RISK

The Council’s Internal Audit has carried out an audit of company accounting, governance and risk.

A report has been compiled detailing findings and recommendations.  A letter was submitted summarising the main conclusions. 

The audit found a high degree of compliance with expected controls but the following areas were identified which internal audit consider could expose the company to the risk of poor accountability and weak structures: -

· Ensuring that assurance is obtained on the strength of management arrangements

· Ensuring strategic employees and area managers exercise adequate budgetary control

· Identifying operational risks and the contribution they make to managing strategic risks.

In respect of assurance on the strength of management arrangements, it is the view of internal audit that strategic employees and other senior managers who are responsible for systems should provide the Chief Executive with an opinion of the adequacy of those systems at the end of each financial year and the Chief Executive should submit an annual report to the Board on the effectiveness of these systems.

In order to provide positive assurance to the Board as to the effectiveness of key systems, it is the intention to implement an annual review.

Because of the nature of the budget setting process for the current financial year, responsibility for budgets and budgetary control has not been as clear-cut as the company would have wanted.

As part of the budget setting process for the next financial year, it is intended to take the opportunity to document the allocation of responsibilities and, where necessary, provide training to ensure that strategic employees and senior managers have the ability to exercise adequate control.

For operational risks, an operational risk register is presently being put together based on the risks previously identified. The register is being expanded to include other risks that have been identified. All risks are in the process of being allocated to officers who will be responsible for ensuring that adequate controls are in place.

It will then be necessary to make the link between strategic risks, for which there is already a system in place and to develop a structure within which strategic employees can monitor the continuing adequacy of systems in place to control strategic and operational risks.

RESOLVED –
That the audit report be received.

44 DATE AND TIME OF NEXT MEETING

The next meeting will be held on Tuesday 29 March 2005 at 9.30am in the Conference Room, Suite 5 The Baltic Business Centre.
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