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Committee Report

Public



Date of Meeting:


22 November 2004

Title:


STATEMENT OF ACCOUNTS 2003/04 – AUDIT ISSUES

Report of:


Head of Finance

Report reference:
FS39/04

Summary:

On 3 August 2004, the Council approved the draft Statement of Accounts for 2003/04 subject to Audit (FS14/04). The audit is now complete and this report provides information on issues raised during the audit. 
The Corporate Resources Overview and Scrutiny Committee must approve the SAS610 Statement prior to the Auditors issuing their Audit certificate and formal opinion on the accounts.

The statutory deadline for the publication of the accounts for the current year is 30th November.

Recommendations:

The Corporate Resources Overview and Scrutiny Committee is requested to:

(i) Approve the Auditor’s SAS 610 Statement detailed in Appendix 2. 

(ii) Note the adjustments required to the 2003/04 Statement of Accounts detailed in Appendix 3, which will be reported to full Council on 23 November 2004.

Contact Officer:
Angela Brown
Ext:
 7299

Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: Accounts and Audit Regulations 2003; Working papers prepared by Carlisle City Council and the Audit Commission; Draft Statement of Accounts for Carlisle City Council 2003/04.

CITY OF CARLISLE

To:
Corporate Resources Overview & Scrutiny



FS39/04

22 November 2004

STATEMENT OF ACCOUNTS 2003/04 – AUDIT ISSUES

1. INTRODUCTION

1.1 On 3 August 2004, the Council approved the Statement of Accounts for 2003/04 subject to Audit (FS14/04). The Audit is now complete.

1.2 For information, Members’ involvement in the process in accordance with the Accounts and Audit Regulations 2003 is set out in Appendix 1. 
1.3 The role of the Corporate Resources Overview and Scrutiny Committee is to approve the SAS610 Statement, which must be approved before the Auditors will issue their Audit Certificate and formal opinion on the accounts.

1.4 The role of Council is to approve the original Statements for submission to audit. There is then a requirement for the Head of Finance to report back any material amendments following conclusion of the audit back to Council.

1.5 Following the conclusion of the audit, the Statement of Accounts must be published by statutory deadlines, which for the 2003/04 Statements is 30th November 2004. It should be noted that the required deadlines are another month earlier for the 2004/05 accounts and a further month earlier for the 2005/06 and future years’ accounts.

1.6 The Auditors will be in attendance at the Committee to answer any Member queries.

2. SAS 610 STATEMENT

2.1 The SAS610 Statement is attached at Appendix 2, and details the unadjusted errors and other matters that the auditors wish to draw to members’ attention. The following comments are made:

(i) Unadjusted errors - there are no adjustments that have any effect on the overall financial position of the authority.

(ii) Pension liability with Carlisle Housing Association - this issue is in the hands of the Fund Actuaries, and it is hoped that the matter will be resolved shortly. 

(iii) Quality of working papers - this is an area that has been improved over the past two years, however there is still more work required in meeting the standards now expected under the managed audit regime. A meeting will be arranged with the auditors to discuss this issue and also other improvements to the audit process, which will be required to enable the tighter deadline for the 2004/04 accounts to be met. I do not consider the quality of the working papers to be a significant risk area to the authority.

3. SUMMARY OF ADJUSTED ERRORS

3.1
Following the approval to the SAS610, the summary of adjusted errors will be reported to Council and the revised Statement of Accounts for 2003/04 will then be prepared and published. Whilst not a matter for approval by this the Corporate Resources Overview and Scrutiny Committee, the adjusted errors have also been attached to this report at Appendix 3 for information. 

3.2 Many of the adjustments are of a presentational nature including a number of transfers between the General Fund and the Housing Revenue Account.  While these are significant in the context of the overall Statement of Accounts, they have no material impact on the overall financial position of the authority. The net improvement in the Council’s usable balances from the adjustments is £43,961.

4. RECOMMENDATION

4.1
The Corporate Resources Overview and Scrutiny Committee is requested to:

(i) Approve the Auditor’s SAS 610 Statement. 

(ii) Note the adjustments required to the 2003/04 Statement of Accounts, which will be reported to Council on 23 November 2004.

ANGELA BROWN

Head of Finance

Contact Officer:
Angela Brown
Ext:
 7299









APPENDIX 1

Members’ involvement in the Final Accounts Process

This appendix details Members’ roles and responsibilities in relation to the final accounts process and the subsequent production and approval of the annual Statement of Accounts in accordance with the requirements of the Accounts and Audit Regulations 2003.

Responsibility for Financial Management (Regulation 4)

The City Council is responsible for ensuring that its financial management is adequate and effective and that it has a sound system of internal control which facilitates the effective exercise of its functions and which includes the arrangements for the management of risk.

A review must be undertaken at least once a year of the effectiveness of its system on internal control and shall include a Statement of Internal Control (SIC), prepared in accordance with proper practices, with the annual Statement of Accounts. 

Audit Commission requirements:

· Copy of Statement of Internal Control

· Summary of work undertaken and other evidence supporting the assertions included in the Statement cross referenced to the detailed reviews undertaken by the authority 

This SIC will form part of the published annual Statement of Accounts, which must be approved at a meeting of the authority, or delegated Committee i.e. full Council. The delegated Committee needs to ensure that it has obtained relevant and reliable evidence to support the disclosures made and in particular to consider the reviews of the Monitoring Officer and Chief Finance Officer on issues covered by the statutory responsibilities. The SIC should be signed by the most senior officer (Chief Executive) and the most senior member (Leader) of the Council.   

Signing and approval of Statement of Accounts (Regulation 10)

The Head of Finance must sign and date the statement of accounts and certify that the statement presents fairly the financial position of the Council as at the relevant year-end. Statements to be signed include the Balance Sheet and the Statement of Responsibilities. 

The statement of accounts must be approved by a resolution of a committee of the Council or otherwise by a resolution of the members of the Council meeting as a whole. Such approval must take place as soon as reasonably practicable and in any event before the following dates following the end of a year:

2003/04 Statement
before 31 August 2004

2004/05 Statement
before 31 July 2005

2005/06 Statement
before 30 June 2006

The Council’s Constitution designates full Council with the responsibility for approving the statutory Statement of Accounts.

Following approval of the statement as detailed above the statement of accounts must be signed and dated by the person presiding at the committee or meeting at which the approval was given (the Mayor).

The presiding Member’s signature will formally represent the completion of the council’s approval process of the accounts. 

Audit Commission requirements: 

· a copy of the minute formally adopting the accounts

· the original copy of the adopted statement of accounts bearing the Head of Finance’s original dated signature and the dated signature of the person presiding at the Committee or meeting at which approval of the Statements was given 

Publication (Regulation 11)

The statement of accounts including the Auditor’s Opinion on the Accounts must be published as soon as reasonably possible after the conclusion of the audit and in any event before the following dates:

2003/04 Statement
before 30 November 2004

2004/05 Statement
before 31 October 2005

2005/06 Statement
before 30 September 2006

The term publication does not merely mean the appearance of the accounts on the agenda of the Executive or full Council. It is recommended as a matter of good practice that the requirement to publish should also not mean merely providing copies to enquirers on demand. Good practice might include putting a copy on a notice board, copying onto a website, publishing a separate leaflet or publication in a newspaper or as part of a newsletter. 

Public inspection of the accounts can be exercised under Regulations 13,14 and 16 of the Accounts and Audit Regulations 2003. Members of the public are able to inspect and make copies of the accounts, and all books, deeds, contracts, bills, vouchers and receipts pertaining to the financial year under scrutiny for 20 full working days before the commencement of the Audit. Notice by advertisement in the local press must be given 14 days prior to the commencement of the period of public inspection. The specific wording of the public notice is specified in the Regulations.

Audit Commission requirements

· a copy of the advertisement together with a statement of the name and date of the newspaper(s) in which it was published.

Conclusion of the audit (Regulation 18)

If any material amendment is required to the statement of accounts, the Head of Finance will report such amendment as soon as reasonably practicable to the relevant committee that originally approved the accounts (i.e. Full Council).

Members of the public are permitted to inspect the Statements following the conclusion of the audit under regulation 16 (1) of the Accounts and Audit Regulations 2003. They may inspect and make copies of the Statements or require copies to be sent to them on payment of a reasonable fee (recommended at £5 per copy). 

Other Audit requirements:

· SAS610 Statement – a report showing those unadjusted errors found in the course of the audit for which amendments to the statements are not deemed necessary due to the immaterial effect they would have on the audit opinion. These unadjusted errors are reported to Corporate Resources Overview and Scrutiny Committee as part of the SAS610 statement, which must be approved before the Statement of Accounts can be signed off (audit opinion given).

· SAS440 Letter of representation – this Auditing standard requires that auditors should obtain written confirmation of appropriate representations from management before their report is issued. In particular, auditors should obtain evidence that Members acknowledge their collective responsibility for the preparation of the financial statements and that they have approved them. The SAS440 also requires that auditors should obtain written confirmation of representations from management on matters material to the financial statements, when those representations are critical to gathering sufficient appropriate audit evidence. 
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