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Audit Committee 
Minutes of the meeting held on 23rd September 2009
Present
Bill Roots 
(Committee Chairman)

Icki Iqbal

Niaz Alam


John Cox


Mike Taylor
Chief Executive


Adrian Bloomfield
Director of Finance

Vanessa James
Director of Investments

Minutes taken by
Greg Smith
Board Secretary

Erica Wright
Communications Adviser

In attendance: 
Angela Pober
Board Member

Sarah Smart
Board Member
Apologies:
None received
1. INTRODUCTORY MATTERS

Prior to the start of the meeting the Chairman asked whether Committee Members had been given enough time to consider the reports. It was noted that they had and therefore the meeting proceeded.

This was a specially arranged Audit Committee to approve the Statement of Accounts.

Submission

The Executive report AC 286 reporting the draft minutes of the meeting held on 15th September, along with action points and a note from the Chairman, was submitted to the meeting for consideration.

Discussion

No declaration of interests in any of the reports were received.

There were no changes to the minutes, or the action points.
On the issue of lay members the Chairman stated that he would discuss the issue with Anthony Mayer since he was looking for a lay member with accounting and investment expertise to join Committee.

John Cox presented an example Audit Committee effectiveness survey which had been produced by PwC which would be considered with other options when drafting the questionnaire.

Decision

[1]
The minutes of the meeting held on 15th September 2009 were agreed in draft form.

2.
EXTERNAL AUDIT

Submission


The Executive report AC 287 providing Audit Committee with a response to points raised during the audit process was submitted.

Discussion
Adrian Bloomfield introduced the item, explaining the changes that had taken place in the Annual Governance Report since the last meeting. The awaited FRS 17 figures had now been received and therefore there would be a few further changes. It was also noted that the Statement of Accounts would be updated following receipt of the FRS 17 figures and that any changes be delegated to be resolved between the Chairman of Committee and Director of Finance.

Discussion took place on the timing of Audit Committees in 2010 and whether the schedule provided enough time for Officers to prepare the accounts. It was recommended that the June Committee be put back one week.

The Chairman queried why he had to sign the Letter of Representation, rather than Officers, and agreed to sign it this year but to raise the issue with the External Auditor in future. An explanation was provided by Adrian Bloomfield on the statement which is signed by Corporate Management Team members and provided to the Chairman as evidence of their involvement.

Each point raised by the Chairman in his note was then covered in order:

1) FRS 17: 
Adrian Bloomfield was now satisfied the problem had been resolved and it was a system reporting error which had been corrected.

2) Action plan: This was to be discussed later in the meeting

3) SORP: 
The Chairman noted that this was more than a training issue and he requested assurance that this would not be repeated. Adrian Bloomfield informed Committee the process that would be used for the 2009-10 accounts, including reviewing the systems in place once the International Reporting Standards are implemented. However the Chairman requested that a report be included at the February meeting, identifying the internal processes used, engagement with Internal and External Audit, and demonstrating that Adrian Bloomfield has the appropriate level of knowledge of SORPs.

4) Materiality: 

The Chairman requested that PwC gave their views on materiality.

5) Due Diligence Checklist for Investments: 

It was confirmed that Investment Committee will be considering the checklist. The Chairman also wanted Officers to review older investments to ensure they would be compliant, and for the External Auditor to approve the checklist.

6) Valuation of holdings: 

Mike Taylor emphasised that the process would be drafted, including the use of figures as at 31st December for draft accounts, with any amendments made over July/August for inclusion in the final version. This process would be approved by Investment Committee and validation sought from external audit. Final accounts should therefore be able to be published by 30th September in future years.

Ian Armfield, Engagement Partner PwC joined the meeting and the Chairman updated him on the meeting.

On the subject of materiality Ian Armfield said the level of materiality was usually set at 0.5% of net assets and that if an error of over this amount is discovered then a response is required. It would not necessarily lead to the qualification of the accounts if corrected.

If an error under this level was discovered then they would prefer the accounts were adjusted accordingly.

Discussion took place as to whether the level of materiality should have applied to both balance sheet items and income items. This is to be further investigated by Adrian Bloomfield.

7) Experience of other local authority pension funds: 
Mike Taylor and Adrian Bloomfield continue to discuss the experience with peers in other authorities.

8) Due diligence checklist: 
This had already been discussed. 

9) External Audit Coverage: 
An email from Andrea White was tabled in response to this point, however the Chairman requested a statement form External Audit highlighting whether there were areas of activity they intended to cover. 

There was a possibility the internal audit plan could have a greater emphasis on investments. It was suggested that the plan be reviewed once these issues had been resolved.

10) Capability and Capacity of the finance function and its role in investment decisions:

Officers felt that there was already a member of the finance team who performed a role in accounting for investments, and that with the inclusion of accounting items on the due diligence checklist that this point had been resolved.

However the Chairman was also keen to explore whether the finance function had sufficient capacity. Mike Taylor noted that additional demands on the finance team may lead to the conclusion that the two short term appointments could be extended. A report on the capacity and capability of the finance function in the context of the checklist should be prepared for February Audit Committee.

11) Altair costs and IFRS:  
Initial discussions with External Audit had taken place and the project manager of Altair is time recording staff to help decide which costs can be capitalised.

12) Risk Register: Additional control measures are being put in place.

13) Reporting progress on these issues: 
Updates will be sent to all Members on 30th October and 11th December.

Committee turned its attention to the action plan at the back of the Annual Governance Statement. It was noted that the dates for implementation are final dates, and that the process of working towards these would start much earlier. Angela Pober offered a project management gantt chart to identify milestones and this could compliment the intranet based system that was already in place. 

Officers noted a number of changes to the action plan and the Chairman requested that the Committee receive a full update to the action plan at the February meeting.

It was agreed to send all Board Members a questionnaire on the effectiveness of the Audit Committee.

Finally the expertise of internal and external audit on the areas of investment was brought to Committee’s attention since Officers were looking for assistance and recommendations in this area, especially following the accounts preparation process. Mike Taylor will follow this up with external audit.

Decision:

[1]
The contents of the report was noted

[2]
The contents of the Annual Governance Report was noted, and the 


action plan adjusted

[3]
Accounts were approved for publication, following a delegation to the 


Chairman to make any final amendments with the Director of Finance.

ANY OTHER BUSINESS


There was no other business and the meeting was closed.
Signed for submission to Board in draft form:

October.2009
Signed as a true record:

Feb.2010
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