Audit Committee

North Tyneside Council

15 July 2019

Wednesday 24 July 2019 Room 0.01, Quadrant East, The Silverlink North, Cobalt
Business Park, North Tyneside commencing at 6.00pm.
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1. Apologies for Absence

To receive apologies for absence from the meeting.

2. Declarations of Interest and Dispensations

You are invited to declare any registerable or non-registerable
interests in matters appearing on the agenda, and the nature of
that interest. You are also invited to disclose any dispensation in
relation to any registerable or non-registerable interests that have
been granted in respect of any matters appearing on the agenda.

You are also requested to complete the Declarations of Interests
card available at the meeting and return it to the Democratic
Support Officer before leaving the meeting.

3. Minutes 3.

To confirm the minutes of the meeting held on 29 March 2019.

Members of the public are welcome to attend this meeting and
receive information about it.

North Tyneside Council wants to make it easier for you to get hold of the
information you need. We are able to provide our documents in alternative
formats including Braille, audiotape, large print and alternative languages.

For further information about this meeting please call 0191 643 5316.

Cont...
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Audit Completion Report (to follow) -

To give consideration to the outcome of the external audit of the
2018/19 Financial Statement.

Review of Audit Committee Arrangements 8.

To give consideration to a report which presents an assessment of
the Audit Committee arrangements against the Chartered Institute of
Public Finance and Accountancy (CIPFA) good practice, details the
work previously undertaken to review the Audit Committee
arrangements and highlights where work is needed to ensure that the
Committee’s arrangements reflect all parts of CIPFA good practice,
where appropriate

Members of the Audit Committee:-
Mr K Robinson (Chair)
Mr M Wilkinson (Deputy Chair)

Councillor D Cox
Councillor N Craven
Councillor A McMullen
Councillor J Mole
Councillor M Rankin
Councillor P Richardson
Councillor J Wallace
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29 May 2019
Present: Mr K Robinson (Chair)
Mr M Wilkinson
Councillors D Cox, N Craven, J Mole, M Rankin and
J Wallace.
AC40/05/19 Apologies

There were no apologies for absence reported.

AC41/05/19 Substitute Members

There were no substitute members reported.

AC42/05/19 Declarations of Interest and Dispensations

There were no declarations of interest reported.

AC43/05/19 Minutes

Resolved that, subject to the following amendment, the minutes of the meeting held on the
27 March 2019 be confirmed as a correct record and signed by the Chair:

“Minute AC38/03/19 Proposed Audit Committee Work Programme 2019/20
The final paragraph was amended to read:

“‘Reference was made to the proposals for the annual review of the effectiveness of the
Committee which was scheduled to be reported to the Committee at its July meeting. It
was suggested that it might be helpful for a system to be put in place which would allow
members to privately feed their views on the authority and the controls in place to the
external auditor. It was also suggested that further information be provided to members on
the suggested process.”

AC44/05/19 Summary of the 2018/19 Accounts

Consideration was given to a presentation which set out the current position in relation to
the closedown of the authority’s accounts for the 2018/19 year. It was explained that
although the process had been challenging and there were still some items to be finalised
the Head of Resources expected to be in a position to publish the accounts on Friday.

The presentation provided details of the Income and Expenditure Statement along with the
current Balance Sheet as they currently stood and a number of items were highlighted for
members’ information.

Resolved that the presentation be noted.
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AC45/05/19 Annual Governance Statement Update

The Committee was presented with the Annual Governance Statement (AGS) which
contained the outcome of the review of the Authority’s systems of internal control and
explained how it delivered good governance and reviewed the effectiveness of those
arrangements. The statement complied with the required regulations and was based on the
governance framework which had been produced by the Chartered Institute of Public
Finance and Accountancy (CIPFA) in association with the Society of Local Authority Chief
Executives (SOLACE). The Chief Executive, Director of Public Health and each Head of
Service had been involved in populating the Annual Governance Statement with the
evidence supporting how the principles had been met within the Authority. Having
reviewed the evidence, the Senior Leadership Team had taken the view that, as a whole,
the governance arrangements in operation during 2018/19 were adequate.

A number of areas had been identified which required continuous monitoring to ensure that
they did not become significant governance issues in the future. These included:

e Arisk that the Authority would not be able to protect its housing assets and services
to tenants as a result of changes to government policy on welfare reform which had
resulted in reduced income to the Housing Revenue Account;

o A risk that the roll out of Universal Credit could impact on residents’ finances and
also the Housing Revenue Account as a result of increased rent arrears;

e Arisk that the Efficiency Savings Programme if not properly implemented could
result in the Authority not being able to deliver improved services and meet the
increased demand for the Authority’s services;

e Arisk that existing budget monitoring does not fully align with the efficiency
programme

e Arisk that the impact of the development of the Integrated Care System (ICS)
across the North East and North Cumbria and the Integrated Care Partnerships
(ICP’s), which have replaced the former Sustainability and Transformation Plans,
have on the Local Authority in relation to the financial implication of the plans and
the ability to deliver services for residents;

e Changes to the business rates scheme which allowed local authorities to retain
100% of business rates in their area. Whilst this had the potential to give authorities
greater ability to plan for the long term with more financial independence there were
added risks including a lack of business growth, the closure of a major business and
the cost of appeals. It was noted that measures were in place to provide timely
support to businesses and to mitigate the risk;

e The risk that should the policies and procedures in place fail to ensure that sensitive
data is secure and managed appropriately then the Authority could face fines under
the Data Protection Act 2018 as well as compensation claims.

¢ A need to ensure that governance arrangements for the partnerships were in place
to ensure that services were delivered to a satisfactory level whilst delivering value
for money and taking account of changes to staffing in both the partners and the
Authority;

e The decision to leave the European Union had resulted in a number of uncertainties
for the Authority and businesses in both financial and economic growth terms. The
full extent of the impact would not be clear until the precise trade terms were known.
There was an opportunity to work closely with other local authorities, the North East
Local Enterprise Partnership (NELEP) and the North of Tyne Combined Authority to
exploit new areas of growth and financial streams. A watching brief would be kept to
ensure that any changes could be identified and acted upon; and

29 May 2019
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e The risk that the Authority might not be able to maximise the opportunities of the
devolution deal for the North of Tyne. It was explained that a North Tyneside
Working Group continued to meet and there was North Tyneside representation on
the North of Tyne Steering Group which ensured that there was involvement by
Elected Members and Officers of the Authority.

Members expressed their concerns at the late circulation of the above report.

Resolved that (1) the outcome of the review of the Authority’s systems of internal control
be noted;

(2) the Annual Governance Statement be approved to accompany the Statement of
Accounts for 2018/19; and

(3) the actions proposed in the Annual Governance Statement be noted.

AC46/05/19 External Audit Progress Report

Consideration was given to a report which set out the progress being made by the external
auditor in relation to its work on the Authority’s accounts. It was explained that EY had
completed its interim audit and had confirmed that group accounts were not required.

Resolved that the report be noted

AC47/05/19 Strategic Audit Plan 20/18/19 — Final Monitoring Statement

Consideration was given to a report which presented the final monitoring statement in
respect of the Strategic Audit Plan for 2018/19. The original plan had been presented to the
Audit Committee in March 2018.

It was reported that 82% of the audit assignments programmed during 2018/19 had been
either completed or were significantly underway. The reasons for the variation in the
planned coverage had been as a result of the deployment of a Senior Auditor on a non-
audit roll for part of the year and the difficulties in recruiting to some new posts within the
shared internal audit and risk management service. It was explained that the maijority of the
audits which had not yet commenced had been included in the 2019 Strategic Audit Plan.

Resolved that the Strategic Audit Plan 2018/19 monitoring statement be noted
AC48/05/19 Key Outcomes from Internal Reports issued between November 2018
and April 2019

Consideration was given to a report which set out the key outcomes of internal audit reports
issued between November 2018 and March 2019. It was noted that, based on the
outcomes of the audits undertaken, the Authority’s framework of governance, risk
management and control was considered to be satisfactory overall.

For each of the reports issued the main points of concern were outlined together with the
progress made or action taken to address those concerns. In addition the report also

outlined examples of good practice.

Clarification was sought in relation to the following:
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e How often checks were made to confirm that the proposed management actions
identified following the completion of an audit were actually completed? It was
explained that previously all actions were checked to ensure compliance but now
the approach had been changed to concentrate only on medium and high risk
items. It was also acknowledged that further work was required;

e A number of systems, such as the Ash Debtors System and Liquidlogic, were not
supported by the Authority’s disaster recovery site. It was explained that the Senior
Leadership Team were currently looking at the Authority’s systems for disaster
recovery. It was suggested that a report be presented to a future meeting of the
Committee which set out the plan for the removal of the risk;

e The risk associated with some members of the Engie Finance Team having end to
end privileges in relation to several payment systems. It was explained that
although it had been classed as a medium risk there was no evidence that anything
untoward had occurred. It was also explained that the system was in the process of
being amended to remove the potential risk;

e The systems in place to update access to ICT systems when people start working
for or leave the Authority. Reference was made to the templates in place which set
out what happened when someone leaves the Authority including for example in
relation to IT security. It was explained that there were policies in place and if these
were not followed the matter was referred to the appropriate Head of Service. It
was also explained that there had been a lot of work undertaken in relation to
starters and leavers. It was suggested that a review of previous reports might be
helpful in identifying any patterns or trends.

It was suggested that managers be reminded that the Audit Committee regularly reviewed
audit reports in relation to their service area. It was also suggested that a report be
presented to the Authority’s Senior Leadership Team which provided a picture of the
frequency at which the same issues occurred following audit investigations.

The Chief Internal Auditor advised members that future reports would be amended to
highlight where action had been taken.

Resolved that (1) the opinion of the Chief Internal Auditor, that the framework of
governance, risk management and control was satisfactory overall, be noted; and

(2) The key findings, good practice identified and the management action taken in response
to Internal Audit Reports be noted.

AC49/05/19 2018/19 Opinion on the Framework of Governance, Risk Management
and Control

Consideration was given to a report from the Chief Internal Auditor on the overall adequacy
and effectiveness of the Authority’s framework of governance, risk management and
controls. It was noted that, under the Public Sector Internal Audit Standards, the Chief
Internal Auditor was required to provide an annual opinion on the overall adequacy and
effectiveness of the Authority’s framework of governance, risk management and control.

It was reported that overall the internal audit section had found that, in the areas inspected
in 2018/19, internal control systems had been effective. In addition a number of areas of
good practice had been identified and, where necessary, improvement plans had already
been put in place by management, in consultation with internal audit, for those areas which
required improvement.

It was the opinion of the Chief Internal Auditor that the Authority’s internal control systems,
in the areas audited, were satisfactory. This was a positive assessment of the Authority’s
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control environment and reflected favourably on the organisation’s governance
arrangements.

Resolved that the Chief Internal Auditor’s opinion, that the overall adequacy and
effectiveness of the Authority’s framework of governance, risk management and control in
2018/19 is satisfactory be noted.

AC50/05/19 Exclusion Resolution

Resolved that under Section 100A (4) of the Local Government Act 1972 (as amended) and
having applied a public interest test as defined in Part 2 of Schedule 12A of the Act, the press
and public be excluded from the meeting for the following item of business on the grounds that
it involves the likely disclosure of exempt information as defined in Paragraph 3 of Part 1 of
Schedule 12A to the Act.

AC51/05/19 Corporate Risk Management Summary

Consideration was given to a report which outlined the corporate risks that had been
identified for monitoring and management by the Council’'s Senior Leadership Team, as of
17 April 2019. The report provided detailed information on each of the corporate risks
including the cause of the risk, the consequences if the risk were to materialise, the existing
and new controls in place to address the risks and an assessment of their likelihood and
potential impact.

Resolved that the report be noted
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ITEM5

North TyneSid_e COUHC“ Title: Review of Audit
Report to Audit Committee Committee Arrangements

Date: 24 July 2019

Report from Service Area: Resources

Report Author: Allison Mitchell, Chief Internal Auditor (Tel: 643 5720)
Wards affected: All

PART 1

1.1 Purpose:

1.2

The purpose of this report is to:

(@)

Present an initial assessment of current Audit Committee arrangements for North
Tyneside Council with reference to 2018 good practice recommended by the
Chartered Institute of Public Finance and Accountancy (CIPFA), for Audit
Committee’s consideration;

Summarise the work previously performed by the Chair of Audit Committee in
2015/16 on reviewing Audit Committee arrangements at that time, and the findings of
the Chair from that review, as reported to Audit Committee on 30 March 2016; and
Highlight those areas where development work should be focused during 2019/20 to
ensure that our Audit Committee arrangements reflect all parts of CIPFA’s good
practice (or that there is a clear rationale for departure from the guidance, if they do
not); and to progress any outstanding recommendations made by the Chair of Audit
Committee as part of the 2015/16 Review of Audit Committee arrangements, where
these recommendations remain relevant and supported by CIPFA’s latest guidance.

Recommendations:

It is recommended that Audit Committee:

(@)

(b)

considers and endorses the initial self assessment of our Audit Committee
arrangements against the latest good practice guidance recommended by CIPFA,
attached as Annex A;

notes that CIPFA have published a revised Position Statement on Audit Committees
in Local Authorities, attached as Annex B, and that some future changes are likely to
be needed to the current Terms of Reference of Audit Committee as set out in the
Constitution, to ensure that all aspects of CIPFA’s good practice can be reflected;
notes the detailed review undertaken by the Chair of Audit Committee in 2015/16,
and the findings from that review, attached as Annex C;

agrees that the Head of Resources, supported by the Chief Internal Auditor, works
with the Chair of Audit Committee to prepare a 2019/20 plan of actions needed to
ensure that our Audit Committee arrangements reflect, as far as practicable, CIPFA’s
good practice guidance and the relevant findings of the 2015/16 review led by the
Chair of Audit Committee;



1.3

1.4

1.4.1

1.4.2

1.4.3

(e) agrees that this report and the Action Plan recommended at (d) above will form the
first phase of a 2019/20 review of the effectiveness of our Audit Committee, with a
further report to be brought to Audit Committee in November 2019; and that the views
of serving Audit Committee members on the operation of Audit Committee will be
sought and included in the November 2019 report.

Council Plan and policy framework

The work of Internal Audit and the Audit Committee covers all service responsibilities as
identified within the Council Plan.

Information

The Chartered Institute of Public Finance and Accountancy (CIPFA) periodically
publishes good practice guidance covering the role, functions and operation of Audit
Committees in Local Government. The latest such guidance (‘Audit Committees —
Practical Guidance for Local Authorities and Police’) was published in 2018.

An initial assessment of our Audit Committee arrangements, against the good practice
recommended by CIPFA, is included at Annex A. This self assessment demonstrates
that:

(a) our Audit Committee arrangements already reflect a number of the good practice
areas recommended by CIPFA. For example:

independent co-opted members have been recruited to the Audit Committee

the Committee has developed good working relationships with key stakeholders

a review of how the Committee is adding value has previously been undertaken
Committee meetings are effective and demonstrate a good level of discussion and
engagement from all members (co-opted and elected)

(b) there are a number of areas in which more development may be needed to ensure
that the good practice recommended by CIPFA is reflected. This includes:

e developing arrangements for regular onward reporting from Audit Committee to
‘those charged with governance’ within the Authority

e ensuring that the Terms of Reference for Audit Committee reflect CIPFA’s latest
Position Statement on Audit Committees in Local Government (this position
Statement is included as Annex B)

e working with Audit Committee members to assess whether members feel they
have the required knowledge and skills necessary for their role on Audit
Committee, and developing a structured training programme if required to address
any areas where more knowledge would be welcomed

¢ helping the Committee to engage with a wide range of leaders and managers,
including discussion of audit findings, risks and action plans with the responsible
officers for implementation of audit recommendations.

It should be noted that this analysis reflects the findings of a detailed review of Audit
Committee arrangements which was led by the co-opted Chair of Audit Committee in
2015/16. The results of this review were reported to Audit Committee in March 2016 and
for completeness, the full report of this review is attached as Annex C. The report of the
co-opted Chair of Audit Committee highlighted a number of recommended actions
covering:



1.4.4

1.4.5

1.5

1.6

1.7

Audit Committee and Senior Leadership Team interaction

Audit Committee and Cabinet interaction

An Audit Committee Member Development Programme

Involvement of Audit Committee in development of the Audit Committee’s work
programme

Attendance at Audit Committee meetings

Merging of Audit Committee functions

Time of Audit Committee meetings

Terms of Reference

Progress has been made in some areas, but more work is likely to be needed to fully
implement all recommendations from the earlier review led by the Chair of Audit
Committee and to ensure that all good practice arrangements (from both the 2018
analysis and earlier review led by the Chair) become fully embedded.

It is therefore recommended that the outcomes of the analysis detailed above form the
basis for development of an Action Plan for 2019/20, and that this work is progressed by
the Head of Resources (supported by the Chief Internal Auditor) and co-opted Chair of
Audit Committee with a further report brought before Audit Committee in November 2019.

It is also proposed that this work forms the basis of a review of Audit Committee
effectiveness 2019/20, with wider engagement with Audit Committee members on their
views being sought and included in the further report to be presented to Audit Committee
in November 2019.

Decision Options:

It is recommended that Audit Committee notes and endorses the initial assessment of
current arrangements against CIPFA good practice guidance, and the outcomes from the
earlier detailed review led by the co-opted Chair of Audit Committee; agrees that an
Action Plan is developed to ensure that CIPFA’s good practice guidance is reflected as
far as possible, during the remainder of 2019/20; and that this work forms the basis for a
review of Audit Committee effectiveness, with further views sought from Audit Committee
members prior to November 2019, with a further progress report brought before Audit
Committee in November 2019.

There are no other options available in relation to this report.
Reasons for recommended option:

This recommendation will allow the Council to operate in line with legislation, good
practice and professional guidance.

Appendices:

Annex A: Initial Self Assessment of Good Practice (July 2019) — from CIPFA,
Audit Committees, Practical Guidance for Local Authorities and Police,
published 2018

Annex B: CIPFA Position Statement: Audit Committees in Local Authorities and
Police

Annex C: Report to Audit Committee — Review of Audit Committee

Arrangements, 30 March 2016
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1.8

1.9

Contact officers:

Allison Mitchell (Chief Internal Auditor) Tel 643 5720
Kevin McDonald (Group Assurance Manager) Tel 643 5738

Background information:

The following background papers and research reports have been used in the
compilation of this report and are available for inspection at the offices of the author.

(a) Audit Committees, Practical Guidance for Local Authorities and Police, CIPFA, 2018
(P)

(b) North Tyneside Council Constitution (P)

(c) Review of Audit Committee Arrangements, Report to Audit Committee, 30 March
2016

(d) Audit Committee Annual Report 2016/17, Report to Cabinet 10 July 2017; and
Appendix

(e) The 'Our North Tyneside' Council Plan 2018/21,2018 (P)

PART 2 —= COMPLIANCE WITH PRINCIPLES OF DECISION MAKING

2.1

2.2

2.3

2.4

2.5

Finance and other resources

The Audit Committee contributes to the Council’s governance framework, including the
review of financial governance as appropriate.

There are no financial implications arising from the recommendations set out in this
report.

Legal

The Public Sector Internal Audit Standards, and related Local Government Application
Note, presume that local authorities will have an Audit Committee undertaking the
mission identified by CIPFA in its 2018 publication “Audit Committees — Practical
Guidance for Local Authorities and Police”.

Consultation/community engagement

The analysis against CIPFA’s good practice guidance, taken from the 2018 publication
“‘Audit Committees — Practical Guidance for Local Authorities and Police”, is included in
this report for consultation with current members of Audit Committee.

Human rights

There are no human rights issues arising from this report.

Equalities and diversity

There are no equality and diversity issues arising from this report.
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http://www.northtyneside.gov.uk/pls/portal/NTC_PSCM.PSCM_Web.download?p_ID=562475
http://ntc-web-democratic-archive-public.s3-website.eu-west-2.amazonaws.com/Files/AUC/AUC-2016-03-30_Review_of_Audit_Committee_Arrangements.pdf
http://ntc-web-democratic-archive-public.s3-website.eu-west-2.amazonaws.com/Files/AUC/AUC-2016-03-30_Review_of_Audit_Committee_Arrangements.pdf
http://ntc-web-democratic-archive-public.s3-website.eu-west-2.amazonaws.com/Files/CBT/CBT-2017-07-10_6_c_Audit_Committee_Annual_Report_2016-17_-_covering_report.pdf
http://ntc-web-democratic-archive-public.s3-website.eu-west-2.amazonaws.com/Files/CBT/CBT-2017-07-10_6_c_Appendix_-_Audit_Committee_Annual_Report_2016-17.pdf
http://ntc-web-democratic-archive-public.s3-website.eu-west-2.amazonaws.com/Files/CBT/CBT-2017-07-10_6_c_Appendix_-_Audit_Committee_Annual_Report_2016-17.pdf
https://my.northtyneside.gov.uk/sites/default/files/web-page-related-files/NT%20Council%20Plan%20201821%20%28Update%202019%29_Med-res%20Spread_Final.pdf

2.6

2.7

2.8

Risk management

Risks will be identified as progress is made on the implementation of the recommended
actions included within the report. Risks and opportunities identified will be managed in
accordance with the Authority’s established risk management processes.

Crime and disorder

There are no specific crime and disorder issues arising from this report. The work of
Audit Committee is a key strand in the Authority’s counter-fraud arrangements.

Environment and sustainability

There are no environment and sustainability issues arising from this report.

Report authors Allison Mitchell
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ANNEX A

Audit Committee Arrangements: Initial Self Assessment of Good Practice (July 2019)
(taken from CIPFA, Audit Committees, Practical Guidance for Local Authorities and Police, published 2018)

CIPFA states that this checklist provides a high level review that incorporates the key principles set out in CIPFA’s Position Statement on Audit
Committees in Local Authorities, and the wider Practical Guidance publication referred to above. CIPFA states:

“Where an audit committee has a high degree of performance against the good practice principles, then it is an indicator that the committee is
soundly based and has in place a knowledgeable membership. These are the essential factors in developing an effective audit committee. A
regular self-assessment can be used to support the planning of the audit committee work programme and training plans. It can also inform an
annual report.”

| Good practice questions | Yes |Partly| No | Comments
Audit Committee purpose and governance
1 Does the authority have a dedicated audit Dedicated Audit Committee established as a full, politically
committee? v balanced committee of Council. Agreed at meeting of Council on

21 January 2010 (Minute C109/01/10).

2 Does the audit committee report directly to No. There is a general provision in the Constitution that allows
full council? (Applicable to local any committee of the Council to report matters up to full Council.
government only.) The work programme of the Audit Committee does not however

currently include this as a routine report.

An initial report (covering 2016/17) from the Chair of Audit
Committee to Cabinet was prepared and presented to Cabinet in
v" | July 2017. The Chartered Institute of Public Finance and
Accountancy (CIPFA) recommends that the Audit Committee
should report regularly on its work to those charged with
governance, and at least annually report an assessment of its
performance. CIPFA comments that an annual public report
should demonstrate how the Committee has discharged its
responsibilities.
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Good practice questions Yes | Partly | No | Comments

Do the terms of reference clearly set out The Audit Committee’s Terms of Reference, included in the

the purpose of the committee in Constitution, preceded CIPFA’s updated guidance in 2018 on this
accordance with CIPFA’s Position matter. The Terms of Reference / Constitution therefore need to
Statement? be updated to reflect CIPFA’s latest guidance / wording on the
purpose of the Audit Committee.

It is proposed that officers work with Audit Committee during
2019/20 to compare existing Terms of Reference with CIPFA’s
Position Statement on Audit Committees in Local Authorities, and
to develop a new Terms of Reference for suggested inclusion at
the next review of the Authority’s Constitution.

Is the role and purpose of the audit This was examined in some detail by the Chair of Audit
committee understood and accepted Committee as part of the review in 2015/16, when discussion with
across the authority? members and officers demonstrated that the understanding of
role and purpose was variable across the Authority at that time. It
v is likely that the 2015/16 review, and reporting to Cabinet in July
2017, will have helped to address this. However a programme of
communication and awareness raising with senior officers and
appropriate elected members may be an option for the Authority
to consider.

Does the audit committee provide support v Members of Audit Committee are diligent in their reading of

to the authority in meeting the requirements reports and this is reflected in debate within the Committee

of good governance? meeting itself. A range of appropriate and challenging questions
are asked by Committee members to report authors. In addition
the Annual Governance Statement is reviewed by the Committee
each year.
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Good practice questions Yes | Partly | No | Comments
6 Are the arrangements to hold the See question 2 above. An initial, detailed review of Audit
committee to account for its performance Committee effectiveness was led by the Chair of Audit Committee
operating satisfactorily? in 2015/16. The results of the review and recommendations were
codified in a report to Audit Committee in March 2016. A report to
v Cabinet in July 2017 was the first Audit Committee Annual
Report, covering the work performed by the Committee during
2016/17, but further annual reports have not been prepared. Itis
recommended that Audit Committee consider this as part of the
review of effectiveness in 2019/20.
Functions of the committee
7 Do the committee’s terms of reference As set out above (question 3), the current Terms of Reference
explicitly address all the core areas require some updating to ensure that these are wholly reflective
identified in CIPFA’s Position Statement? of the most up to date CIPFA guidance. It is recommended that
this work takes places during the 2019/20 year.
= good governance v
= assurance framework, including The current terms of reference make reference to the assurance
partnerships and collaboration v framework or its component parts, but do not explicitly address
arrangements partnerships and collaboration arrangements.
* internal audit v
= external audit v
= financial reporting v
* risk management v
= value for money or best value v
= counter-fraud and corruption. v
= supporting the ethical framework v
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Good practice questions Yes | Partly | No | Comments

8 Is an annual evaluation undertaken to See questions 2 and 6 above. A detailed review, led by the Chair
assess whether the committee is fulfilling of Audit Committee, was undertaken in 2015/16 and presented to
its terms of reference and that adequate Audit Committee in March 2016. This was followed by an Annual
consideration has been given to all core Report from Audit Committee to Cabinet in July 2017 (covering
areas? v 2016/17). Annual evaluations have not subsequently taken place.

It is recommended that this is reviewed by Audit Committee as
part of this report and the 2019/20 review of Audit Committee
effectiveness.

9 Has the audit committee considered the Again, these areas hint at a broader relationship with other
wider areas identified in CIPFA’s Position committees and senior officers of the council, which the 2015/16
Statement and whether it would be review suggested could be examined further with a view to
appropriate for the committee to undertake establishing more effective links with Senior Leadership Team,
them? Cabinet and potentially other committees. For example, one

v ‘wider area’ identified by CIPFA is ‘considering governance, risk
or control matters at the request of other committees or statutory
officers’. The 2015/16 review suggested that awareness of the
possible role of Audit Committee here is probably not well
developed and this could form an area of focus in the
effectiveness review of 2019/20.

10 | Where coverage of core areas has been See questions 3 and 7 above. The current Terms of Reference
found to be limited, are plans in place to require some updating to ensure that these are wholly reflective
address this? v of the core areas identified in CIPFA’s Position Statement. It is

recommended that this work takes places during the 2019/20
year.

11 | Has the committee maintained its non-
advisory role by not taking on any decision- v

making powers that are not in line with its
core purpose?
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| Good practice questions | Yes |Partly| No [ Comments |

Membership and support

12 | Has an effective audit committee structure
and composition of the committee been
selected?

This should include:
= separation from the executive v
= an appropriate mix of knowledge and v
skills among the membership
» a size of committee that is not unwieldy v
= Consideration has been given to the
inclusion of at least one independent v
member (where it is not already a
mandatory requirement).

13 | Have independent members appointed to Yes. The positions of co-opted Chair and Deputy Chair have a
the committee been recruited in an open role definition, person specification, and qualifying criteria. The
and transparent way and approved by the roles were advertised in local publications and on the internet in
full council or as appropriate for the v 2013. Appointments to the roles were made by means of
organisation? competitive interview. The tenure of the postholders has been

extended only with the express approval of full Council, as
required by the Constitution.

14 | Does the chair of the committee have The Chair of Audit Committee has extensive audit experience (as
appropriate knowledge and skills? both a practitioner and recipient of audit services) and occupied a

4 very senior role in the Financial Services sector before taking on
the role of Chair of Audit Committee.

15 | Are arrangements in place to support the This was suggested as an area for further development as part of
committee with briefings and training? the previous 2015/16 review of effectiveness. Helen Mcmahon

(Workforce Corporate Development Lead, HR) is co-ordinating an
4 initial training session for Audit Committee early in 2019/20.

It may be beneficial to develop a suitable programme of training

and to consider how this would best be delivered, and by whom.
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Good practice questions Yes | Partly | No | Comments
16 | Has the membership of the committee The latest CIPFA guidance on Audit Committees in Local
been assessed against the core knowledge Authorities (2018) includes a ‘core knowledge and skills’
and skills framework and found to be v framework’ for Audit Committee members. This can be used to
satisfactory? guide members in assessing any training needs and to evaluate
the overall knowledge and skills of the Committee.
17 | Does the committee have good working
relations with key people and
organisations, including external audit, v
internal audit and the chief financial officer?
18 | Is adequate secretariat and administrative
support to the committee provided? v
Effectiveness of the committee
19 | Has the committee obtained feedback on Undertaken as part of the 2015/16 review of audit committee
its performance from those interacting with v effectiveness, but not subsequently.
the committee or relying on its work?
20 | Are meetings effective with a good level of
discussion and engagement from all the v
members?
21 | Does the committee engage with a wide Audit Committee is not routinely attended by a wide range of
range of leaders and managers, including leaders and managers. This was a point raised by the Chair of
discussion of audit findings, risks and v" | Audit Committee in 2015/16 and it may be worthwhile to revisit

action plans with the responsible officers?

this during the 2019/20 effectiveness review.
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Good practice questions Yes | Partly | No | Comments
22 | Does the committee make No such recommendations made to date.
recommendations for the improvement of
governance, risk and control and are these v
acted on?
Has the committee evaluated whether and Undertaken as part of the 2015/16 review of audit committee
23 | how it is adding value to the organisation? v effectiveness.
24 | Does the committee have an action plan to Recommended actions were set out in the March 2016 report
improve any areas of weakness? v which documented the 2015/16 review.
25 | Does the committee publish an annual See above (question 6)
report to account for its performance and v

explain its work?
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ANNEX B

CIPFA’s Position Statement: Audit Committees in Local Authorities and Police

The scope of this Position Statement includes all principal local authorities in the UK, the audit
committees for PCCs and chief constables in England and Wales, and the audit committees of
fire and rescue authorities.

1 Audit committees are a key component of an authority’s governance framework. Their
function is to provide an independent and high-level resource to support good
governance and strong public financial management.

2 The purpose of an audit committee is to provide to those charged with governance
independent assurance on the adequacy of the risk management framework, the internal
control environment and the integrity of the financial reporting and governance
processes. By overseeing both internal and external audit it makes an important
contribution to ensuring that effective assurance arrangements are in place.

3 Authorities and police audit committees should adopt a model that establishes the
committee as independent and effective. The committee should:

act as the principal non-executive, advisory function supporting those charged with
governance

in local authorities, be independent of both the executive and the scrutiny functions
and include an independent member where not already required to do so by
legislation

in police bodies, be independent of the executive or operational responsibilities of
the PCC or chief constable

have clear rights of access to other committees/functions, for example, scrutiny and
service committees, corporate risk management boards and other strategic groups
be directly accountable to the authority’s governing body or the PCC and chief
constable.

4 The core functions of an audit committee are to:

be satisfied that the authority’s assurance statements, including the annual
governance statement, properly reflect the risk environment and any actions
required to improve it, and demonstrate how governance supports the achievement
of the authority’s objectives
in relation to the authority’s internal audit functions:

o oversee its independence, objectivity, performance and professionalism

o support the effectiveness of the internal audit process

o promote the effective use of internal audit within the assurance framework
consider the effectiveness of the authority’s risk management arrangements and the
control environment, reviewing the risk profile of the organisation and assurances
that action is being taken on risk-related issues, including partnerships and
collaborations with other organisations
monitor the effectiveness of the control environment, including arrangements for
ensuring value for money, supporting standards and ethics and for managing the
authority’s exposure to the risks of fraud and corruption
consider the reports and recommendations of external audit and inspection
agencies and their implications for governance, risk management or control
support effective relationships between external audit and internal audit, inspection
agencies and other relevant bodies, and encourage the active promotion of the
value of the audit process.
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ANNEX B

= review the financial statements, external auditor’s opinion and reports to members,
and monitor management action in response to the issues raised by external audit.

An audit committee can also support its authority by undertaking a wider role in other

areas including:

» considering governance, risk or control matters at the request of other committees or
statutory officers

» working with local standards and ethics committees to support ethical values

= reviewing and monitoring treasury management arrangements in accordance with
Treasury Management in the Public Services: Code of Practice and Cross-Sectoral
Guidance Notes (CIPFA, 2017)

= providing oversight of other public reports, such as the annual report.

Good audit committees are characterised by:

= a membership that is balanced, objective, independent of mind, knowledgeable and
properly trained to fulfil their role. The political balance of a formal committee of a
council will reflect the political balance of the council, however, it is important to
achieve the right mix of apolitical expertise

= a membership that is supportive of good governance principles and their practical
application towards the achievement of organisational objectives

» a strong independently minded chair — displaying a depth of knowledge, skills and
interest. There are many personal qualities needed to be an effective chair, but key to
these are: promoting apolitical open discussion

* managing meetings to cover all business and encouraging a candid approach from
all participants

= aninterest in and knowledge of financial and risk management, audit, accounting
concepts and standards, and the regulatory regime

* unbiased attitudes — treating auditors, the executive and management fairly

» the ability to challenge the executive and senior managers when required.

To discharge its responsibilities effectively the committee should:

= meet regularly — at least four times a year, and have a clear policy on those items to
be considered in private and those to be considered in public

» be able to meet privately and separately with the external auditor and with the head
of internal audit

» include, as regular attendees, the CFO(s), the chief executive, the head of internal
audit and the appointed external auditor. Other attendees may include the monitoring
officer (for standards issues) and the head of resources (where such a post exists).
These officers should also be able to access the committee, or the chair, as required

= have the right to call any other officers or agencies of the authority as required, while
recognising the independence of the chief constable in relation to operational policing
matters

= report regularly on its work to those charged with governance, and at least annually
report an assessment of their performance. An annual public report should
demonstrate how the committee has discharged its responsibilities
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ANNEX C

North Tyneside Council ITEM#

Report to Audit Committee Title: Review of r/]x;edr:ems
Date: 30 March 2016

Report from Service Area: Commissioning and Investment

Report Author: Allison Mitchell, Chief Internal Auditor (Tel: 643 5720)
Wards affected: All

PART 1

1.1 Purpose:

This report summarises the outcomes from engagement undertaken by the Chair of Audit
Committee with a variety of stakeholders of the Audit Committee, and guidance
published by the Chartered Institute of Public Finance and Accountancy (CIPFA)
regarding audit committees. The report evaluates our own Audit Committee
arrangements in the context of CIPFA’s published guidance; the views of elected
members, Senior Leadership Team and the External Auditor; and also good practice
identified elsewhere.

The report concludes that the Audit Committee is a valuable assurance resource for the
organisation, but that more could be done to develop this and link the work of the
committee to the wider organisation (in particular, the Senior Leadership Team and
Cabinet). The report recommends that its findings are developed further into an action
plan, involving members of Audit Committee and other key stakeholders, with the Head
of Commissioning and Investment as sponsor for this work.

1.2 Recommendation(s):

It is recommended that Audit Committee:

(@)  considers and endorses the report of the Co-opted Chair of Audit Committee,
attached as Appendix A;

(b)  agrees that the recommended actions set out by the Chair of Audit Committee in
section 4 of the report are progressed, with Mark Longstaff (Head of
Commissioning and Investment) as Senior Leadership team sponsor for this work;
and

(c) agrees that any changes to the Audit Committee’s Terms of Reference necessary
to reflect CIPFA’s Audit Committee Position Statement are recommended for
adoption to full Council, as part of the next review of the Constitution.

1.3 Council plan and policy framework

The work of the Audit Committee covers all service responsibilities as identified within the
Council Plan.
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14 Information

1.4.1 As has been discussed at meetings of Audit Committee previously in 2015/16, it is
considered to be good practice for audit committees to regularly assess their own
effectiveness. CIPFA has produced guidance which local authorities can use to structure
such reviews of effectiveness.

1.4.2 A review of our current Audit Committee arrangements has been undertaken, led by the
co-opted Chair of Audit Committee. As well as considering CIPFA’s published guidance,
the Chair of Audit Committee has taken the opportunity to engage widely with a number
of stakeholders of the Audit Committee and its work. Examples of good practice within
audit committees within local government and other sectors have also been sought, and
the arrangements for our own Audit Committee compared.

1.4.3 The outcomes from the Chair of Audit Committee’s initial review are summarised in the
report attached as Appendix A. In summary, the report recognises the valuable
contribution that the work of the Audit Committee makes to the effective running of the
organisation, but highlights a number of areas where its effectiveness could be
enhanced. In particular, the Chair of Audit Committee recommends that greater links
between the Audit Committee, Senior Leadership Team and Cabinet are developed,
alongside a range of additional improvements.

1.5 Decision Options:

It is recommended that the Audit Committee considers and endorses the report of the
Chair of Audit Committee, attached as Appendix A, and agrees that the recommended
actions contained therein are progressed with the Head of Commissioning and
Investment.

1.6 Reasons for recommended option:

This recommendation will allow the Council to operate in line with legislation, good
practice and professional guidance.

1.7 Appendices:

Appendix A: Review of Audit Committee Arrangements — Report of the Co-opted
Chair of Audit Committee (March 2016)

1.8 Background information:

The following background papers and research reports have been used in the
compilation of this report and are available for inspection at the offices of the author.

(a) Audit Committees, Practical Guidance for Local Authorities and Police, CIPFA, 2013
(P)

(b) Public Sector Internal Audit Standards, CIPFA / Institute of Internal Auditors,
December 2012 (P)

(c) Local Government Application Note for the UK Public Sector Internal Audit
Standards, CIPFA / Institute of Internal Auditors, April 2013 (P)

(d) North Tyneside Council Constitution (P)

(e) Financial Regulations C24 - C35, version 5a, September 2013 (P)

(f) The Accounts and Audit Regulations 2015, April 2015 (P)

(g) The 'Our North Tyneside' Council Plan 2014/18, September 2013 (P)
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http://www.northtyneside.gov.uk/pls/portal/NTC_PSCM.PSCM_Web.download?p_ID=562475
http://november.northtyneside.gov.uk:7777/pls/portal30/NTC_PSCM.PSCM_Web.download?p_ID=515604
http://www.legislation.gov.uk/uksi/2015/234/pdfs/uksi_20150234_en.pdf
http://www.northtyneside.gov.uk/pls/portal/NTC_PSCM.PSCM_Web.download?p_ID=547987

(h) 'Creating a Brighter Future Programme', April 2014 (P)
(i) Target Operating Model, 2015 (C)

PART 2 — COMPLIANCE WITH PRINCIPLES OF DECISION MAKING

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

Finance and other resources

The Audit Committee contributes to the Council’s governance framework, including the
review of financial governance as appropriate.

Legal

The Public Sector Internal Audit Standards, and related Local Government Application
Note, presume that local authorities will have an Audit Committee undertaking the
mission identified by CIPFA in its 2013 publication “Audit Committees — Practical
Guidance for Local Authorities and Police”.

Consultation/community engagement

The Chair of Audit Committee has engaged extensively with a range of Audit Committee
stakeholders. Consultation has included serving elected members of the committee, the
Cabinet member for Finance and Resources, Chief Executive and Deputy Chief
Executive, Heads of Service and Senior Leadership Team, senior managers, and the
External Auditor. A complete list is included in Annex A of the Chair of Audit Committee’s
report attached.

Human rights

There are no human rights issues arising from this report.

Equalities and diversity

There are no equality and diversity issues arising from this report.

Risk management

Risks will be identified as progress is made on the implementation of the recommended
actions included within the report. Risks and opportunities identified will be managed in
accordance with the Authority’s established risk management processes.

Crime and disorder

There are no specific crime and disorder issues arising from this report. The work of
Audit Committee is a key strand in the Authority’s counter-fraud arrangements.

Environment and sustainability
There are no environment and sustainability issues arising from this report.

Report authors Allison Mitchell
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Appendix A to Annex C

Review of Audit Committee
Arrangements

Report of the Co-opted Chair of Audit
Committee

March 2016

North Tyneside Council



1.1

2.1

2.2

2.3

3.1

3.2

Introduction

The Chartered Institute of Public Finance and Accountancy (CIPFA)
recommends that the Audit Committee should regularly assess its own
effectiveness, and has produced guidance which local authority audit
committees can utilise for this purpose. CIPFA outlines the aim of such a
review to be so that the Audit Committee itself can:

e Assess the adequacy of its terms of reference, work plans, forums of
discussion and communication; and

¢ Identify areas where the committee and its processes might be more
effective, or where there are skills and / or knowledge gaps.

Work Undertaken

As discussed at the meeting of Audit Committee in November 2015, to initiate
such a review, the Chair of Audit Committee and Chief Internal Auditor have
sought to meet with a number of key stakeholders (including current Audit
Committee members). A number of discussions have taken place (referenced
in Annex A) with elected members, the Chief Executive, Deputy Chief
Executive, Heads of Service / Senior Leadership Team, relevant senior
managers and External Auditor. These conversations have been helpful in
obtaining information and gauging views and perceptions on our current audit
committee arrangements.

CIPFA has also prepared a guidance document, which includes a series of
checklists in order to help local authority audit committees structure their
reviews of effectiveness. These checklists centre around a position
statement, contained within the guidance, which CIPFA recommends is the
foundation for any Audit Committee arrangements. In addition to engaging
with key stakeholders, as described above, for completeness CIPFA’s main
checklist has been completed and is attached as Annex B. Examples of
good practice in Audit Committee arrangements in other organisations have
also been sought and examined.

The main outcomes from the discussions held and work undertaken as part of
the review are summarised below.

Summary of Key Outcomes

The Audit Committee has the potential to be a real ‘force for good’ in North
Tyneside Council. Itis uniquely placed to provide an assurance overview,
drawing from the whole range of activities that the Authority is engaged in,
and all outcomes which the Council hopes to deliver for the people of North
Tyneside. The Audit Committee is a source of constructive challenge on
where the organisation is maximising opportunities, and where there is scope
to manage risks more effectively.

However, at present the Committee seems to exist in isolation — it is not

sufficiently connected to the Senior Leadership Team, as the management
board of the organisation; nor does it have any links to Cabinet, or to other
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3.3

3.4

3.5

3.6

41

committees. As such, the Audit Committee has inputs but no measurable
outputs or outcomes, and this hampers both its effectiveness and its status /
profile and influence within the Authority.

Attendance at the Committee, both from those elected members who serve on
the Committee and senior officers, has been variable. Elected members
attending the Audit Committee are clearly very knowledgeable and the
Committee has engaged in intelligent debate on a number of key governance
matters. It is to the credit of the members on the Committee that this debate
has transcended any political discussion. However, quorum has been an
issue and there are times when meetings have needed to be cancelled and
rearranged, or cut short, as insufficient members have been in attendance (or
unable to stay for the duration of the meeting). Currently no substitute
members are allowed. Whilst some officers have attended the committee, it
has not always been clear as to their role.

The reports prepared by Internal Audit, and support of the Committee by the
Internal Audit team, have been the main source of information and support to
the Audit Committee (and in particular, to the co-opted Chair and Deputy
Chair) to date. The work is professional, of a consistently high standard and
welcomed by the Committee; but the Committee would benefit from a greater
variety of input from a range of other contributors throughout the year.

The Audit Committee’s Terms of Reference broadly reflect the professional
guidance issued by the Chartered Institute of Public Finance and Accountancy
(CIPFA), and it is positive that a work programme (reflecting the Terms of
Reference) is prepared and agreed in advance of each municipal year.
However, it is suggested that greater engagement could be effected if the
Senior Leadership Team, Cabinet and Audit Committee members had more
say in the topics to be considered at the commencement of, and during, each
year; and if there was scope to commission work or studies by the Audit
Committee. A sub-group of Audit Committee members, supported by officers
as appropriate, would seem to be an effective way of managing the delivery of
such commissioned studies.

There is also scope to widen the role of the Audit Committee — for example, to
explore whether the committee could take on more of a role by becoming
‘those charged with governance’. In the context of the accounts, this would
allow the Audit Committee to discharge functions currently performed in what
may be a more unwieldy environment of a full council meeting.

Recommended Actions

It is suggested that the following matters should form the basis for a
development plan for the Audit Committee within North Tyneside.

e Senior Leadership Team: Greater interaction between the Chair of Audit
Committee, and wider Audit Committee, with the Senior Leadership Team.
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Cabinet: Greater interaction at the commencement of each municipal year
between Audit Committee and Cabinet, regarding the Audit Committee’s
work programme; and an annual report from Audit Committee to Cabinet.

Member Development Programme: A development programme for Audit
Committee members, but also for non-members of Audit Committee to
raise awareness on what the Committee’s role is, and its remit. This
should involve the Senior Leadership Team and both Internal and External
Audit.

Work Programme: Greater involvement of Audit Committee members in
agreeing the work programme for the Committee. This should help to
secure a greater level of engagement and make the subject matters
covered by the Committee more ‘live’ to those involved in the debate.

Attendance at Audit Committee Meetings: Attendance by appropriate
Senior Leadership Team members at the Committee — for example, it
would send a clear message on the importance of corporate governance if
the Chief Executive was to attend the Audit Committee when the Annual
Governance Statement is considered; and if there was appropriate
attendance from Heads of Service at every Audit Committee meeting (for
example, risk owners). It would also improve the scope for debate and
challenge on key risk matters if the Cabinet member risk owner was
present, on a rolling basis, for consideration of key risks.

Merging of Audit Committee functions: Suggestions have been made
regarding merging the functions of the Audit Committee with other bodies,
such as the Finance Sub Committee, Standards Committee or Cabinet (as
was the case with the forerunner to the Audit Committee, the Audit Panel).
All suggestions are contrary to CIPFA’s recommended practice. Any
merging of the Audit Committee functions with those of other committees
may impede on the independence which the Audit Committee is required
to have to work effectively and fulfil its role. Any efficiencies to be gained
are likely to be minimal and hence this is not a recommended way forward
at the current time.

Time of Audit Committee meetings: some consideration should be given
as to whether the current timeslot (6pm) optimises the effectiveness of the
Committee. It may be that a time during the day would allow both
members and officers to contribute more effectively — though views on this
matter were mixed when contributions from elected members were sought.

Terms of Reference: The self-assessment against CIPFA’s ‘Audit
Committee Checklist’ (Annex B) demonstrates, overall, a good fit with the
principles contained within CIPFA’s published Position Statement on such
matters. There are some areas where slight changes to the Committee’s
Terms of Reference would demonstrate a better fit with CIPFA’s Audit
Committee position statement. It is recommended that these are
considered for proposal to full Council as part of the next review of the
Constitution.
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5.1

5.2

5.3

Conclusion

The Audit Committee is a valuable resource to North Tyneside Council.
Aspects of our current Audit Committee arrangements work well, and are
helpful to the organisation. However, the views sought from stakeholders of
the Committee, and comparison with good practice identified elsewhere,
suggest that the Audit Committee can now be positioned to better support the
organisation as it continues to deliver in a period of increasing austerity and
delivering its services in very different ways.

The fundamental recommendation from this review is that the Audit
Committee as a dedicated body should be better linked to the wider
organisation — principally the Senior Leadership Team and Cabinet — as well
as engaging more effectively with the elected members who serve on the
committee. This will help us to focus the committee’s resources on providing
a vital assurance link for the organisation. The Audit Committee is well placed
to support North Tyneside Council by constructively, but comprehensively,
challenging what it is that the authority is delivering for its residents,
businesses and all those who live or work within the borough.

It is recommended that the ‘Recommended Actions’ outlined above are now
taken forward, involving Audit Committee members and Heads of Service
throughout the organisation as appropriate, with Mark Longstaff (Head of
Commissioning and Investment) as Senior Leadership Team sponsor. This
will help us to work with our stakeholders, including all Audit Committee
members, to develop the Audit Committee further. In this way, it can become
a more engaged and greater assurance resource for the Authority.
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All current Audit Committee elected members, a range of officers, our own external
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Cllr McMullen
Clir O’Shea
Cllr Rankin

Cabinet:
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Northumberland County Council
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Annex B

Reviewing the Effectiveness of the Audit Committee:
Self-Assessment of Good Practice — February 2016

This checklist provides a high-level review that incorporates the key principles set out in CIPFA’s Position Statement: Audit Committees in
Local Authorities and Police. Where an audit committee has a high degree of performance against the good practice principles then it is an
indicator that the committee is soundly based and has in place a knowledgeable membership. These are the essential factors in developing
an effective audit committee.

A regular self-assessment can be used to support the planning of the audit committee work programme and training plans. It can also inform
an annual report.

| Good practice questions | Yes |Partly| No | Comments |

Audit Committee purpose and governance

1 Does the authority have a dedicated audit Dedicated Audit Committee established as a full, politically
committee? v balanced committee of Council. Agreed at meeting of

Council on 21 January 2010 (Minute C109/01/10).

2 Does the audit committee report directly to There is a general provision in the Constitution that allows
full council? (Applicable to local any committee of the Council to report matters up to full
government only.) Council. The work programme of the Audit Committee does

not however currently include this as a routine report.

3 Do the terms of reference clearly set out The Audit Committee’s Terms of Reference, included in the
the purpose of the committee in Constitution, preceded CIPFA’s updated guidance on this
accordance with CIPFA’s Position matter. The Terms of Reference / Constitution therefore
Statement? need to be updated to reflect CIPFA’s latest guidance /

wording on the purpose of the Audit Committee.

4 Is the role and purpose of the audit Discussion with elected members and officers as part of this
committee understood and accepted 2015/16 review, has demonstrated that the understanding of
across the authority? role and purpose is variable across the Authority.
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Good practice questions Yes | Partly | No | Comments
5 Does the audit committee provide support
to the authority in meeting the requirements v
of good governance?
6 Are the arrangements to hold the The recent review of Audit Committee effectiveness is the
committee to account for its performance v first stage in this process.
operating satisfactorily?
Functions of the committee
7 Do the committee’s terms of reference As set out above, the current Terms of Reference require
explicitly address all the core areas some updating to ensure that these are reflective of the
identified in CIPFA’s Position Statement? most up to date CIPFA guidance; but the changes required
are mostly cosmetic in the areas designated as ‘partly’
below.
= good governance v
= assurance framework v
* internal audit v
= external audit v
= financial reporting v
* risk management v
= value for money or best value v
= counter-fraud and corruption. v
8 Is an annual evaluation undertaken to This has been undertaken for the first time as part of the
assess whether the committee is fulfilling 2015/16 review of effectiveness of the Audit Committee.
its terms of reference and that adequate v

consideration has been given to all core
areas?
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Good practice questions Yes | Partly | No | Comments

9 Has the audit committee considered the Again, these areas hint at a broader relationship with other
wider areas identified in CIPFA’s Position committees and senior officers of the council, which our
Statement and whether it would be review has suggested could be examined further with a view
appropriate for the committee to undertake to establishing more effective links with Senior Leadership
them? v Team, Cabinet and potentially other committees. For

example, one ‘wider area’ identified by CIPFA is ‘considering
governance, risk or control matters at the request of other
committees or statutory officers’, but the 2015/16 review
suggests that awareness of the possible role of Audit
Committee here is probably not well developed.

10 | Where coverage of core areas has been All ‘core areas’ are already covered by the Audit Committee.
found to be limited, are plans in place to v One area in which we may wish to enhance the Audit
address this? Committee’s role relates to it receiving reports from ‘other

inspection agencies’, which does not currently happen.

11 | Has the committee maintained its non-
advisory role by not taking on any decision- v
making powers that are not in line with its
core purpose?

Membership and support

12 | Has an effective audit committee structure
and composition of the committee been
selected?

This should include:
= separation from the executive v
* an appropriate mix of knowledge and v
skills among the membership
* asize of committee that is not unwieldy v
= where independent members are used,
that they have been appointed using an v

appropriate process.
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Good practice questions Yes | Partly | No | Comments

13 | Does the chair of the committee have v
appropriate knowledge and skills?

14 | Are arrangements in place to support the This has been suggested as an area for further development
committee with briefings and training? v as part of the 2015/16 review of effectiveness, and has been

broached with Helen Davidson (Workforce Corporate
Development Lead, HR).

15 | Has the membership of the committee See above — discussed with Helen Davidson — and suggest
been assessed against the core knowledge v is progressed further following consideration of the
and skills framework and found to be outcomes of the 2015/16 review of audit committee
satisfactory? effectiveness with Audit Committee.

16 | Does the committee have good working
relations with key people and v
organisations, including external audit,
internal audit and the chief financial officer?

17 | Is adequate secretariat and administrative v
support to the committee provided?

Effectiveness of the committee

18 | Has the committee obtained feedback on Undertaken as part of the 2015/16 review of audit committee
its performance from those interacting with v effectiveness.
the committee or relying on its work?

19 | Has the committee evaluated whether and v Undertaken as part of the 2015/16 review of audit committee
how it is adding value to the organisation? effectiveness.

20 | Does the committee have an action plan to Recommended actions are set out in the report documenting
improve any areas of weakness? v the review.

34




	1.  Audit Committee Agenda 24 July 2019
	2. Audit Committee Minutes 29 May 2019
	5.  Review of Audit Committee Arrangements



