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Board 
25th March 2009
Audit Committee
PF 1316
Item No. 3(b)
Purpose and summary
To consider the draft minutes of the meeting held on the 10th February 2009 as agreed by the Chairman of the Committee.
Key issues
· Progress on debtor management was reported under the Finance Recovery Plan. It was agreed that interest and administration fees be charged where suitable and that indicators for different types of debtor be developed (along with their targets).
· The External Auditors discussed progress made by Officers since the last Committee and explained the reasoning behind their fee increase.

· Discussion continues between Officers, Internal Audit and External Audit on the extent of due diligence work required for diversified investments.

· Chairman requested that Risk Management in Practice be added to the Annual Audit Plan for Year 2.
Recommendation
[1]
That the decisions and actions set out in the draft minutes of the meeting held on the 10th February 2009 be agreed.

Report date: 18th March 2009
Lead: Chair of Committee
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Audit Committee 
Minutes of the meeting held on 10th February 2009
Present
Bill Roots 
(Committee Chairman)

John Cox


Icki Iqbal

Mike Taylor
Chief Executive

Vanessa James
Director of Investments


Annemarie Allen
Assistant Director – Specialist Services


Mike Allen
Assistant Director – Member Services


Jeff Houston
Assistant Director – Business Development

Adrian Bloomfield
Head of Finance

Peter Harris
Secretary to the Board
Minutes taken by
Greg Smith
Corporate Policy Specialist

In attendance: 
Paul Viljoen
Audit Manager, Audit Commission


Andrea White
District Auditor


Penny Flint
Audit Manager, PWC

Apologies:
Niaz Alam



Simon Sharp
PWC
1. INTRODUCTORY MATTERS

Submission

The Executive report AC 259 reporting the minutes of the meeting held on 9th September 2008 for formal consideration and approval was presented to the meeting.

John Cox asked for a progress report on debtor chasing and the possibility of charging interest on monies owed. Adrian Bloomfield stated that an information pack is being prepared for legal advisors which will include;
a) Chasing and escalation procedures

b) Interest charging possibilities.

The sales ledger process is also being reviewed.
No declaration of interests were received.

Decision

[1]
That the minutes of the meeting held on 9th September 2008 be agreed and signed as a true record.

2.
EXTERNAL AUDIT

Submission


The Executive report AC 260 was presented to Committee including the final Annual Governance Report, the Annual Audit Letter, preparation for the 2008-09 audit and progress against outstanding recommendations. A fee supplement letter was tabled.

Discussion

Adrian Bloomfield introduced the report, highlighting key issues. Andrea White drew Committee’s attention to the fact that the Annual Audit Letter is a public document which needs to be published on LPFA’s website. It was also confirmed that for 2008-9 the Annual Audit Letter and the Annual Governance Report will be combined to avoid confusion and duplication.

Progress made since the last Committee on issues raised by the Audit Commission were noted. Particular attention was drawn to the new assessment process for Use of Resources.


Specific risks outlined in the Opinion Plan were considered and it was noted that the document was “live” and additional risks could be added when the 2008-09 audit begins. Preparatory work will start earlier this year, in March, with the main audit beginning in June 2009.


John Cox questionned whether the new finance staff will be appropriately developed by June. Their background and experience was described.

The Chairman queried how the future asbestos claim liability could be valued so precisely at £86m. It was explained that this reflected a figure produced by LPFA’s lawyers in 2007 based on historic settlement and case frequency figures. In light of the research being undertaken LPFA has asked the lawyers to reconsider this prognosis.


External auditors confirmed they will make any amendments to the Opinion Plan raised by Committee such as noting that LPFA is not “developing” Altair, but rather “purchasing”. 


The increased audit fee explained by Andrea White was due to i) increasing demand of the audit, ii) considering issues highlighted during 2007-08 audit, iii) work programme. 

The Chairman understood the reasons for the increase but requested the Commission reconsidered the fee for 2009-10 once improvements had been confirmed. John Cox noted that the fee for 2009-10 should mirror the figure prior to the issues experience by the Finance Team. 

The Committee requested that External Audit inform them of any problems as and when they arise, rather than waiting until September Committee.

Decision


[1]
That the Annual Governance Report and the Annual Audit Letter 
were approved for monitoring and publication

[2]
The status of current and planned audit work was noted.


[3]
Progress against outstanding audit recommendations was noted.

3.
INTERNAL AUDIT

Submission

The Executive report AC 261 presenting reports from completed audits in 2008-09, progress against audit recommendations, and the audit plan for 2008-09 was submitted.

Discussion

Adrian Bloomfield introduced the report and noted an amendment to the categorisation of recommendations in Annex 5 – BACS payments. Programme Board’s role and involvement in the management of the internal audit process was noted.
Penny Flint from PWC presented progress against the Annual Audit Plan for 2008-09 and confirmed that no extra days were required at this stage. All scheduled field work had been completed.
Committee discussed each completed audit report in turn, noting the management responses for each. A detailed debate ensued in relation to Annex 3 – Investments audit and the FRAG 21/SAS 70/AAF reports on internal control. Vanessa James confirmed that the discussions between Investment Team, Internal and External Audit are yet to take place on the extent of due diligence work required for Fund of Funds and Private Equity Investments. It was noted that there are several hundred investments externally managed and it would be impractical and costly to assess each of them considering the Fund Managers already have their assurance.
The Chairman requested that discussions take place between the parties and that a steer is provided by both internal and external audit.

Annex 5 BACS Report was commissioned at the request of Officers following the discovery of an anomaly and the use of different payment cards. Investigations are on-going as to the cause and Committee members requested they be kept informed.
Within the Annual Audit Plan for 2009/10 the Chairman requested that during year 2 Risk Management in practice is examined to ensure the theory of the risk management framework is adequately implemented.

Outstanding internal audit recommendations were considered with a request from the Committee that where possible recommendations are worded in a way which makes final sign off possible. John Cox was keen that all outstanding recommendations be cleared by 31st March 09 where stated.
Decision

[1]
That progress against 2008-09 audit plan was noted

[2]
That the audit plan for 2009-10 to 20011-12 be approved, with the addition of an audit on Risk Management in practice.

[3]
Progress against outstanding recommendations was noted. 
4.
FINANCE RECOVERY PLAN
Submission

The Executive report AC 262 updating Committee on progress in addressing issues raised in the Annual Governance Report was submitted.
Discussion

Adrian Bloomfield discussed progress to date surrounding bank reconciliations, debtor management, financial statements and permanent recruitment. It was confirmed that further legal steps were being developed to reduce the level of debtors, including the possibility of charging interest.
Icki Iqbal raised the question whether Board Members were required to answer to the regulator for non receipt of pension contributions. It was confirmed that whilst the situation is not as strict under LGPS regulations, LPFA’s own contribution chasing procedures are robust.
The Chairman stated his satisfaction at the progress made to date but wanted to expand debtor monitoring to see death overpayments separated from other types of debtor, and more precise targets to be set for 2009-10.
Decision


[1]
That Members noted the progress of the recovery/development plan.

[2]
That a new debtor performance indicator be reported to the next Audit Committee, 
recognising different types of debtor.

5.
FINANCIAL MONITORING
Submission

The Executive report AC 263 reporting the third quarter position for the 2008/09 budget and revised forecast for the financial year was presented.
Discussion

Committee noted the underspends and variances highlighted in the report.
Decision

[1]
That Members noted the third quarter actual and forecast positions.
6.
TREASURY MANAGEMENT

Submission

The Executive report AC 264 informed Committee on the status of cash management and compliance with treasury management practice.
Discussion
Mike Taylor confirmed that LPFA’s policy is only to place cash with banks that are virtually guaranteed to be secure.
John Cox raised a question on placement and gilts and whether it would be safer to invest in short term government securities. The point was referred to Investment Committee.
Decision

[1]
That Members noted the status of treasury management administration 
in the quarter to 31st December 2008.
[2]
That the position re investing short term monies be raised at Investment 
Committee
7.
RISK MANAGEMENT
Submission
The Executive report AC 265 monitoring the Corporate Risk Register, and further developments in risk control practice was reported.
Discussion

Greg Smith drew Committee’s attention to key issues in the report. Committee confirmed the risk areas to be discussed by Corporate Management Team prior to the Board risk session on 25th March 2009.
Adrian Bloomfield noted that risks following the Annual Governance Report had been added to the Corporate Risk Register. The Chairman requested that more precise dates be included when the risk register is reviewed.
Decision

[1]
That Members noted progress against actions contained in the Corporate 
Risk Register.
[2]
That Members considered risks associated with Committee terms of 
reference and risk areas to be considered by CMT and Board.


ANY OTHER BUSINESS

None reported.
REGISTERS


The Chairman formally noted and signed the Register of Hospitality received and declined for the period to 1st July to 31st December 2008.


There were no changes to report to Related Party Transactions or Declarations of Interest.

The Contracts Register was formally noted and signed.
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Signed for submission to Board:

25.3.2009
Signed as a true record:

11.6.2009
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