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REPORT TO CABINET

     8 September 2009

TITLE OF REPORT:    Annual Report of the Audit Committee 2008/09
   
REPORT OF:               Derek Coates, Strategic Director, Finance and ICT

   

Purpose of the Report

1.
The Audit Committee’s terms of reference require it to submit an annual report to the Cabinet and Council. The Cabinet is asked to consider the issues discussed during 2008/09 and agree that it is submitted to Council.


Background

2
The terms of reference for the Audit Committee include the requirement to report to Cabinet and Council on the Committee’s activity each year. Annual reports have been considered by Cabinet since September 2007.

3
The Audit Commission’s CAA Use of Resources criteria for Councils performing well requires the Council to have an Audit Committee that is balanced in membership, objective, independent and knowledgeable. The audit committee needs to demonstrate the positive impact of its work through providing effective challenge across the Council. This includes providing assurance on the council’s arrangements for:

· risk management;

· maintaining effective internal control; and

· reporting on financial and other performance.


Proposal 

4
The Cabinet is asked to consider the Audit Committee’s annual report at Appendix 2 and submit it to Council. The report provides a commentary on the work of the Audit Committee, and describes how it has had a positive impact on governance, financial reporting and audit issues across the Council, as well as providing challenge and independent assurance on the risk management framework and associated internal control environment.


Recommendations

5.
It is recommended that Cabinet endorse the annual report of the Audit Committee for 2008/09 and agree that it is submitted to Council.  
 


For the following reason:

To strengthen the Council’s arrangements for oversight by elected members of governance, audit, risk management, the internal control framework, value for money and efficiency.

	CONTACT :  Philip Slater    extension:   3711



PLAN REF: 2809


APPENDIX 1


Policy Context 

1.
The proposal supports the vision for Gateshead as outlined in the Sustainable Communities Strategy, Vision 2030 and the Council’s Corporate Plan. In particular supports the priority to ensure a sustainable Gateshead by building capacity across the Council and ensuring the best use of resources. 

Background

2.
The Audit Committee’s terms of reference require it to submit an annual report to the Cabinet and Council, and further reports and recommendations as it sees fit.  The areas of activity of the Audit Committee during 2008/09 are set out in the Annual Report.


Consultation

3.
The Audit Committee have considered and agreed the contents of this report.  
Alternative Options

4.
There are no alternative options.  

Implications of Recommended Option 

5.
Financial Implications - The Strategic Director, Finance and ICT confirms that there are no financial implications arising from this report.
6.
Risk Management Implications - The Audit Committee receives quarterly reports on risk management and has been instrumental in championing risk awareness training for members.
7.
Human Resources Implications   - Nil
8.
Equality and Diversity Implications - Nil 
9.
Crime and Disorder Implications - Nil  
10.
Sustainability Implications - Nil

11.
Health Implications - Nil
12.
Human Rights Implications -  Nil
13.
Area and Ward Implications - Nil
14.
Background Information – Report and minutes of the Audit Committee meeting 
held on 27 July 2009.

Appendix 2



Contents of the Report to Cabinet and Council

The Audit Committee has considered the following areas of activity during 2008/09:

Internal Audit performance and activity

At 31 March 2009 102.2% of the Internal Audit Plan was completed. This resulted in 129 audit reports. Of these reports 118 found systems to be operating well or satisfactory, with 9 systems having significant weaknesses. 

These reports are being followed up as part of the Internal Audit process and the Audit Committee will monitor the outcomes. Two audit reports were issued following the investigation of fraud or irregularity.  

The Audit Committee also approved the Audit Strategy, Annual Audit Plan and revisions to the Audit Charter. It will continue to monitor Internal Audit’s progress quarterly against the Audit Plan in 2009/10. 

Financial Management Standard in Schools

Quarterly reports were received by the Committee on the progress of work carried out by Internal Audit, to support primary and special schools to achieve the Department for Children, Schools and Families (DCSF) Financial Management Standard in Schools.  Schools are assessed on a three year rolling programme which commenced in 2006/7 for secondary schools and 2007/08 for primary and special schools.

For 2008/9 26 primary and 2 special schools were assessed by Internal Audit against the Standard and all but one achieved accreditation. In 2008/09 the remaining primary and special schools will be assessed for the first time as will the school that failed the assessment in 2008/9. All secondary schools will be reassessed following their original assessments in 2006/07. Progress will be reported to the Committee.   


External Audit and other inspectorates

The following Audit Commission reports have been reviewed over the year:

Annual Grants Reports 2006/07 and 2007/08

Review of Data Quality 2007/08 and 2008/09

Information Systems Risk Assessment

Strategic Planning and Performance Management

Use of Resources 

Managing Sickness Absence Report

Annual Audit Fee 2009/10

Review of Internal Audit

The Annual Governance Statement and supporting evidence

The Annual Governance Statement concluded that the Council’s system of internal control and governance framework is satisfactory and effective. The Audit Committee approved this following a review of the evidence, detailed below, and evidence seen by the Committee during the year.

Members

Assurance was sought from Members of the Cabinet on the effectiveness they felt could be placed on the Council’s corporate governance arrangements. They concluded that effective governance arrangements are in place.
Managers

Heads of Service completed self-assessment assurance statements detailing the level of assurance obtained from their key control processes.  The conclusion of this exercise found that managers agreed that effective control systems were in place.

The System of Internal Audit

The Internal Audit Service has undertaken audit work throughout the year based on the risk based audit plan. In addition the Council has a framework of assurance available to satisfy that its risks have been properly identified and are being managed by controls that are adequately designed and effective in operation. This includes assurance from a variety of sources other than the Internal Audit Service, these other audit systems have been assessed as part of the Audit Plan.  

Based on this audit activity the overall opinion of the Chief Internal Auditor for the year 2008/09 was that internal control systems and governance arrangements are considered to be satisfactory.

In addition a full review of the Council’s Internal Audit Service has been undertaken by the Audit Commission. Based on that assessment against the CIPFA Code of Practice for Internal Audit 2006 the Internal Audit Service was found to be high performing.

Risk Management 

The Strategic Director, Finance and ICT reported that risk management arrangements during the year were sound.
Performance Management and Data Quality

The Council produces a number of statutory and local performance indicators which are reported to Overview and Scrutiny Committees and Cabinet. Where performance indicators have missed target, remedial action is agreed, and is monitored through Overview and Scrutiny and Cabinet.

The Audit Commission undertook a review of Data Quality Management Arrangements for 2007/08, in which they assessed the Council’s overall management arrangements for ensuring data quality as consistently above minimum requirements.  Furthermore, they highlighted further improvements over the last year that have strengthened arrangements stating that ‘sound arrangements are in place for governance and leadership, policies, systems and processes, people and skills, and data use and reporting’. 

The Council's overall management arrangements for ensuring data quality are consistently above minimum requirements. Some further improvements have taken place in the past year. Sound arrangements are in place for governance and leadership, policies, systems and processes, people and skills, and data use and reporting.

Based on evidence arising from the performance management process for 2008/2009, and the Audit Commission review, effective controls are in place.

Views of the Audit Commission and other External Inspectors

The Audit Commission issued an Annual Audit Letter to the Council, providing a review of the management arrangements of the Council and reporting any significant issues arising from the audit. The Audit Letter for 2007/08 was positive and identified that the Council was performing well for internal control in an assessment undertaken as part of the CPA Use of Resources work.

Other Audit Commission and external inspectorates reports have been issued from time to time on management / governance arrangements to the Council and the Audit Committee.  None of these conclude that there are weaknesses in control or governance arrangements.

The Legal and Regulatory Framework 

Assurance has been obtained from the Strategic Director, Legal and Corporate Services as the Monitoring Officer who has a legal duty to ensure the lawfulness and fairness of decision-making within the Council. Compliance with established policies, procedures, laws and regulations is ensured by the requirement to give the Strategic Directors of Legal and Corporate Service and Finance and ICT the opportunity to comment on every report submitted to a decision-making body.   

Financial Controls

Assurance has been obtained from the Strategic Director, Finance and ICT who is designated as the responsible officer for the administration of the Council’s financial affairs under section 151 of the Local Government Act 1972 that financial controls are effective.  
Partnerships

Heads of Service review partnerships within their service plans on an annual basis. As partners are key to the delivery of the Council’s objectives assurance of their control and governance systems is required. Heads of Service have also been required to provide assurance on governance arrangements through self- assessments and returns to the Partnership Officer. It was concluded that governance arrangements for partnerships are operating effectively.
Corporate Risk Management Strategy

The Committee receives quarterly reports on the assurance derived from risk management. These reports make Members aware of the arrangements that exist within the Council for managing risk, the impact that these have had and plans for further development of risk management arrangements.

The Chair of the Audit Committee, Councillor John Hamilton, is the Member Champion for Risk Management and meets regularly with the Head of Financial Management on risk issues affecting the Council.

Council Policies e.g. Councillor’s ICT Security Policy 

Following on from a report presented to the Committee in the previous year on data security the Committee considered a revised ICT Security Policy for Councillors prior to it being referred to Cabinet for approval.

Statement of Accounts

Under CIPFA guidance for Audit Committee’s they are required to review the annual Statement of Accounts each year. The Committee received the draft Statement of Accounts for 2008/09 prior to their approval by the Accounts Committee.  All comments from Audit Committee members were noted prior to the accounts being presented to the Accounts Committee.

The Council’s arrangements to respond to flooding events

The Committee was informed of the Council’s response to flooding events which took place within the Borough during September 2008. This followed a report considered by the Committee previously on the arrangements in place. The Committee also received a report on Adapting to Climate Change which followed on from the flooding original report.
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