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REPORT OF THE CONNEXIONAL AUDIT COMMITTEE TO THE METHODIST COUNCIL HELD ON 30-31 MARCH 2007

Meetings

The full Committee met three times during 2006 and in January 2007. In addition, the Chair met regularly with the Finance Director, and with the Auditors.

The Committee appointed time limited sub-groups to address specific issues e.g. Risk Management, the Appointment of External Auditors, the Appointment of Committee Members.

Membership

The following served on the Committee during the year:



Iain Farquhar



Robert Gillingwater 

Dzifa Tay*



Norman Mann (Chair)



Malcolm Pearson

* Dzifa was appointed during the year and attended her first meeting in December 2006.

Progress against 2006 work plan

1. The review of the Annual Accounts and the follow up of issues arising, is a key part of the Committee’s work: -

a) Audit Reports 2004/5 Accounts

The Committee reviewed PwC’s reports to the Audit Committee and the Finance Director on the audit of the 2004/5 Accounts, along with the management responses. Progress towards implementing the agreed recommendations was regularly monitored. 

There had been some progress in the year towards addressing the concerns raised twelve months previously, namely: 

· The need to regularly review and update the Risk Register.

· The lack of clarity over the entities included in consolidation

· The financial controls at and responsiveness of Self Accounting Entities.

The Committee will continue to monitor progress to more fully resolve    these issues which were revisited as part of the 2005/6 audit.

  b) Annual Report and Accounts 2005/6

At the meeting held in January 2007, Committee reviewed with the Connexional Treasurer and the Finance Director, the Methodist Council Annual Report and Consolidated Accounts. The Committee considered the underlying accounting policies, issues of compliance, the areas of judgement and any significant adjustments as a result of the audit. 

The Auditors report again highlighted the following key issues which will be addressed:

· Entities included in consolidation.

· Risk management process

· Self-accounting entities 

2. In addition to a) and b) above, the Committee: -

· Reviewed the 2004/5 Report and Accounts

· Reviewed and amended the Audit Committee Charter.

· Was closely involved in the continuing development of the Risk Management process and the Risk Register in order to evaluate its effectiveness.

· Monitored issues arising from the Governance Scrutiny programme particularly risk issues.

· Worked towards full compliance with changes to the Charities SORP. 

· Reviewed the quarterly Management Accounts.

· Reviewed the internal control systems, specifically those in place at Self Accounting Entities

· Agreed the Audit Strategy for the 2005/6 Accounts.

3. In 2006, the Committee invited tenders for the External Audit contract, and a recommendation was made to the January 2007 meeting of Council. 

4. The Committee is still not in a position to justify a recommendation regarding the need for some form of Internal Audit resource. There is a clear understanding as to how a recommendation will be arrived at, but this requires the Risk Management process to be further “cascaded”. The Committee has taken independent advice from PwC, and they take the view that, given the other checks in place, we run no significant risk by delaying a decision. This will be revisited in 2007.

Plan for 2007

The programme of work for 2007 includes the items detailed in 1 and 2 above. 

In addition, the Committee will:

· Ensure a smooth transition from PwC to Baker Tilley.

· Revisit the case for an Internal Audit resource.

· Review Budgeting procedures.

· Review the Financial policies and Procedures Manual.

· Receive the Report on the Whistle blowing Policy.

· Evaluate the effectiveness of the Committee.

· Recruit a replacement Committee member.

Norman Mann

Chair  
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