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Annual Report by the Connexional Audit Committee
Basic Information

	Contact Name and Details
	John Chastney, Audit Committee Chair. 

jchastney@ntlworld.com

	Status of Paper
	Final

	Action Required
	Decision

	Draft Recommendations
	1. The Audit Committee advises the Methodist Council to adopt the financial statements and trustees report as presented.

2. The Audit Committee recommends the reappointment of Baker Tilly as auditors for the year 2012-13. 

	Draft Resolution
	5/1.
The Council receives the report.

	Alternative Options to Consider, if Any
	None


Summary of Content

	Subject and Aims


	Annual report to the Council of the Audit Committee under SO 213A

	Main Points


	1. 
The audit report is unqualified.
2.
Two self accounting entities have been rigorously audited this year: 
The London Committee and the Guy Chester Centre.
3.
The self-accounting entities that are not separately registered as 
charities have been consolidated into the accounts.
4. 
Neither the auditors nor the Audit Committee have major concerns 
over the financial system or the report and accounts.
5.       
Many of the legacy issues from previous years have now been 
sorted out.


	Background Context and Relevant Documents 
	The consolidated accounts of the Council 2010-11
Annual report of the auditors, Baker Tilly (appended to this report)

	Consultations


	


Summary of Impact 

	Standing Orders
	N/a

	Faith and Order
	N/a

	Financial
	N/a

	Personnel
	N/a

	Legal including impact on other jurisdictions
	N/a

	Wider Connexional
	N/a

	External (e.g. ecumenical)
	N/a

	Risk
	N/a


Report from the Audit Committee to the Methodist Council

January 2012
Membership

1. The membership of the Audit Committee did not change during the year and remained as appointed by the June 2010 Conference.  A list of current members appears below. 
Attendance of each member over the last year has been as follows:

· Rodney Betts, appointed September 2010, 3 out of 3
· John Chastney, appointed September 2008, and as Chair 2010, 3 out of 3
· Peter Mills, appointed September 2008, 3 out of 3
· Dzifa Tay, appointed September 2006, 0 out of 3
· Andrew Whitley, appointed September 2009, 3 out of 3
2. It should be noted that the year is not coterminous with the connexional year and is a reflection of the audit year which ends with the completion of the audit and the recommendation of the Audit Committee to the Council concerning the financial statements of the preceding connexional year.

3. The Connexional Treasurers have also attended meetings but they have had no vote.  In addition, executive officers from the Connexional Team have attended, principally Nick Moore (Head of Support Services), Maureen Sebanakitta (Director of Financial Operations), Grace Wheatley (Finance Manager, Planning Strategy & Reporting) and Sharon Hassanali, the minute taker.  The committee has been well served by MCH staff. 
Meetings

4. The committee met on the following dates:

18 May 2011
19 October 2011
12 December 2011.  

We also plan to meet on 15 May 2012
Matters of concern

5. These have been our principal concerns:

5.1 Resources of the finance function

The finances of the Methodist Church need to be looked after carefully.  This needs a complement of adequately trained staff in the finance function and a leader with a requisite skills.  The Audit Committee is pleased to note that the output of the finance function suggests that the team is now up to full strength and is well led.  The Audit Committee has written to the appropriate staff to thank them for their work during the year and in preparing for the audit.
5.2 Entities included in the consolidation

For entities to be included in the consolidation it is necessary to show that the Council has some influence on the decision-making of those entities. SO 360 describes this as “money and other assets for which the council is responsible”, but defining this exactly has been complicated and work is ongoing to refine the list of relevant entities.  This year we have added one new entity,  Westminster College Oxford Trust Ltd.  The comparative numbers for the preceding year have been adjusted appropriately.  
The financial statements for the year to 31 August 2011 consolidate the appropriate entities. The Audit Committee has satisfied itself that those entities not consolidated will not be forgotten and that an appropriate reporting route is available to them and required of them.

5.3 Establishing the legal entity that reports to the Charity Commission

The Methodist Church in Great Britain is now registered with the Charity Commission, naming members of the Conference as the trustee body. Its governing document is The Constitutional Practice and Discipline of the Methodist Church (CPD). The registration identifies the Consolidated Accounts of the Council as the annual accounts of the charity. Under SO 212(1) the Conference has directed the Council to adopt the annual consolidated accounts, based on their recommendation from the SRC. After adoption by the Council, the financial statements will be presented to the CC by its annual deadline of 30 June 2012.  

5.4 The need for internal audit

No recommendation has yet been made by the Audit Committee concerning the wisdom and cost of appointing an internal auditor, possibly part time.  It is increasingly clear to the Audit Committee that an internal audit function is desirable.  The value of such an appointment comes from the complexity of the Methodist Church rather than the value of its assets or the size of its income.  Internal audit forms part of the system of internal control but the first defences should be other forms of control, e.g. regular and frequent balancing and reconciling of accounts.  Of particular concern is the number and variety of self accounting entities and the Audit Committee needs to be assured that these are all acting within their remits and can be held accountable by the Council for their actions.  The Audit Committee will give further consideration to how internal audit could be introduced and the extent of its remit at its meeting in May 2012.  There is a cost involved but, without internal audit, there are risks which may be unacceptable.
The Connexional Grants Committee has its own Governance Scrutiny Group.  The Audit Committee considers that the functions of this group should fall within the aegis of the Audit Committee and this is being explored more fully.

Performance by the auditor, Baker Tilly

6. It was the view of the committee, supported by MCH staff, that the audit of the accounts for the year to 31 August 2011 had progressed well and better than in the previous year.  As testament to this, members of Council will note that this report of the Audit Committee is being brought to the Council in January.  Last year it had been in April.  The auditors demonstrated a good understanding of the Church, managed the process of the audit well and kept the Director of Financial Operations and committee chair informed during the progress of the audit. 
Report of the auditors

7. The auditors, Baker Tilly, completed their audit soon after the beginning of January 2012.  The process had been shorter and less complicated than the previous year.  They commented most favourably on the quality and timeliness of the information provided to them by the connexional team including the connexional treasurers.

8. As part of their audit, Baker Tilly have provided to the Audit Committee a management report that draws to the attention of the members of the committee matters that Baker Tilly think we should consider.  Baker Tilly’s report will be circulated to members of the Council electronically, with hard copies available on request.  We have discussed these matters with the auditors.

Recommendations

· The Audit Committee advises the Methodist Council to adopt the financial statements and trustees report as presented.

· The Audit Committee recommends the reappointment of Baker Tilly as auditors for the year 2012-13.

n.b. These recommendations will be turned into resolutions after the adoption of the Annual Report and Accounts
***RESOLUTION
5/1.
The Council receives the report.
