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Summary:-

The Audit of the Accounts for 2006/07 is now completed. The Audit Committee considered the Audit Commission’s Annual Governance Report on 27th September and the minutes of that meeting are attached at Appendix 1. Subsequently the Audit Commission on 28th September issued an unqualified audit opinion and audit certificate.

A public notice has been issued to give notice that the audit has been concluded and that the statements are available from 15th October for inspection by local government electors. 

Regulation 18(4) of the Accounts and Audit Regulations 2003 requires the Director of Corporate Services to report to Council any material amendments made to the statements as soon as reasonably practicable after the conclusion of the audit. These amendments are set out in Appendix 2.

Recommendation:-

That Council notes that the audit of the Accounts for 2006/07 has now been concluded and notes the material adjustments that have been made to the Statements.

Contact Officer:
Angela Brown
Ext:
7299

APPENDIX 1

EXTRACT FROM AUDIT COMMITTEE MINUTES  - 27th SEPTEMBER 2007

AUC.53/07
ANNUAL GOVERNANCE REPORT – AUDIT 2006/07
The Director of Corporate Services introduced this item of business drawing attention to the key messages contained within the Audit Commission’s draft Annual Governance Report covering the 2006/07 audit of the City Council.

The Director reported that the 2006/07 Statement of Accounts was now complete and had been handed over to the Auditors that morning.  It was hoped that the Accounts would be signed off later that afternoon or the following day, which would represent a major improvement for the City Council against previous years when a delay had occurred in obtaining an unqualified audit opinion.  

She also paid tribute to the positive working relationship between the Audit Commission and Officers of the Council.

In response to a question the Director acknowledged that analytical review working papers for all major statements should have been provided at the close down stage to improve the management review process prior to presentation of the accounts for audit.  That had not been possible this year because all efforts had been directed towards the new format for the Accounts.

Members were pleased to note that the Audit Commission was now satisfied that issues associated to the bank reconciliation had been resolved and thanked the Director and staff for work undertaken in that regard.

The Chairman then welcomed the Relationship Manager and District Auditor, and Audit Manager to the meeting.

The Relationship Manager and District Auditor began by emphasising that work on the financial statements was substantially complete, but the final Accounts required to be checked.  He did not, however, anticipate any issues arising therefrom.  

The Relationship Manager and District Auditor outlined three very positive messages for the Council, namely:

· subject to the completion of all audit work, he proposed issuing an unqualified audit opinion before 30 September 2007.  Meeting the 30 September deadline would represent a significant and welcome achievement for the Authority.  

· it was anticipated that an unqualified conclusion on the authority’s arrangements for securing economy, efficiency and effectiveness in its use of resources (value for money conclusion) would be issued by that deadline. 

· a balanced bank reconciliation, as at 31 March 2007, had been presented for audit and he was satisfied that the issue had now been resolved.

The above demonstrated a positive direction of travel for the City Council.

The Audit Manager then presented the draft Annual Governance Report drawing attention to the misstatements already corrected by management which were considered relevant to the wider governance responsibilities.  He outlined the most significant items and other adjusted errors for the benefit of Members.

Members sought confirmation that the adjustments required to the accounts were purely presentational and none had a financial impact on the authority.  The District Auditor commented that they would have no significant impact on the net worth of the authority.

A Member questioned the criteria applied to the material errors that had not been included within the key messages.

In response, the Audit Manager advised that the key messages related to the outcome of the Audit.  It was possible to have material errors which, if amended, enabled the Accounts to be signed off.

In response to a question, the Relationship Manager and District Auditor said that he would require to give separate consideration to the impact upon the Council’s Use of Resources scores outlining the need to consider each of the material misstatements.

The Audit Manager drew attention to the letter of representation attached at Appendix 5 to the report.   The Director indicated that she would sign the letter that day which course of action was formally approved by the Committee.

In conclusion the Relationship Manager and District Auditor advised that, subject to the necessary amendments having been undertaken, he envisaged that the Accounts would be signed off by the 30 September 2007 deadline.  He expressed thanks to the Director of Corporate Services and her staff for their assistance and co‑operation during the audit process.

Members endorsed those sentiments and expressed their appreciation to the Relationship Manager and District Auditor, and Audit Manager for work undertaken.

The Director of Corporate Services said that any material issues identified would be notified to the City Council.

RESOLVED – 

(1) That the Committee had given consideration to and agreed the matters raised by the Audit Commission as detailed within the draft Annual Governance Report.

(2) That the Representation Letter be approved and the Director of Corporate Services authorised to sign the same.

(3) That the adjustments to the financial statements be agreed.

(4) That the Committee’s thanks and appreciation for work undertaken be conveyed to the Director of Corporate Services and Financial Services staff.

APPENDIX 2

Audit of Accounts – Year Ended 31 March 2007

The Accounts and Audit Regulations 2003 requires the City Council to provide an explanation as to the material respects in which the Statement of Accounts have been altered as a result of the auditor’s report. 

It should be noted that the Accounts have been amended for all issues raised by the auditor irrespective of their materiality level, as agreed by the Audit Committee on 27th September. 

An explanation of the adjustments considered to be material is given below. All of these adjustments relate to the presentation of the Statements and they do not have any impact on the overall financial position of the Council: 

· Reclassifications of gross expenditure (£2.9m) gross income (£850k) and depreciation (£560k) between service areas within the Income & Expenditure Account. This has arisen due to the incorrect allocation of costs to individual services in accordance with the Best Value Accounting Code of Practice (BVACOP)

· Reclassification of a short term investment (£2m) as a long term investment on the Balance Sheet to reflect those investments with no provision for recall within 12 months of the balance sheet date.

· Amendment to the calculation of gains and losses on the disposal of Council assets within the Income & Expenditure Account. (£250k). This is one of the new items introduced for the 2006/07 accounts and relates to the gain i.e. the net book value not being correctly deducted from receipts received.

· Reclassification of the LABGI grant (£859k) as a general rather than specific grant.

Further details of the above issues can be found in the Audit Commissions Annual Governance Report 2006/07 and the Council’s 2006/07 Statement of Accounts. These documents are available on the Council’s website and in the Customer Contact Centre. 
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