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2007/08 FINAL ACCOUNTS PROCESS

1
INTRODUCTION

1.1 The Accounts and Audit Regulations 2003 require that the City Council’s Statement of Accounts for 2007/08 be submitted to full Council for approval by 30 June 2008. Prior to approval, the Audit Committee will be required to scrutinise and consider these accounts for recommendation to Council at their June meeting. Members should note that these accounts are based upon information contained within the provisional out-turn reports which are presented to the Executive and Corporate Resources Overview and Scrutiny Committee in early June.

1.2 Following the approval process, the Audit Commission will commence its audit of the Accounts, which must be completed by 30 September. The Audit Commission will then produce its Annual Governance Report. This report, which summarises the audit work undertaken, conclusions reached and any subsequent recommendations, will be considered by the Audit Committee at its September meeting.  The Director of Corporate Services may provide a response report to that same meeting.

1.3 The Auditors will issue their Audit Certificate and formal opinion on the accounts once the Audit Committee has approved the Governance Report. The Accounts must then be published and will be available in hard copy and on the Council’s website.

1.4 In order to provide a set of Accounts by these deadlines which are also in accordance with relevant Codes of Practice, Regulations and Guidance, the final accounts process commences in January with the production of an internal timetable for the completion of the various tasks involved.   This timetable is monitored by Financial Services officers and progress reported to the Senior Management Team throughout the final accounts process as it is essential that a corporate approach be taken to achieve a set of Accounts which presents fairly the financial position of the Authority.

2.
IMPROVEMENTS 

2.1
The 2006/07 Governance Report considered by the Audit Committee on 27 September 2007 acknowledged improvements in the final accounts process compared to previous years. However it also set out two recommendations, namely

· Produce analytical review working papers for all major statements at the close down stage, to improve the management review process prior to presentation of the accounts for audit;

· Review the arrangements for extracting the figures from the ledger and ensuring that the SEA (Service Expenditure Analysis) disclosed in the accounts is in accordance with BVACoP (Best Value Accounting Code of Practice).

Work has already commenced to ensure that these issues are addressed prior to the production of the 2007/08 Accounts with the Council’s Main Accounting system being reviewed to assess (1) its reporting capabilities and (2) full compliance with BVACoP. The issues have also been incorporated into the detailed final accounts task timetable currently in preparation.

Other issues raised by the Audit Commission in the Governance Report e.g. allocation of depreciation charges, categorisation of investments, LABGI and gains/losses on the disposal of fixed assets, are also being considered and have been included within the final accounts timetable and will be reviewed regularly throughout the process.

2.2 The Use of Resources Assessment score for 2007 has now been issued by the Audit Commission and is considered elsewhere on the agenda (CORP76/07). The Statement of Accounts currently falls within the Financial Reporting KLOE for which the Council has achieved a score of 1 (below minimum requirements – inadequate performance). This is due to misstatements found during the course of the audit on the 2006/07 Accounts which have been deemed to be non-trivial by the Audit Commission. 

3.
SUMMARY OF THE CHANGES ARISING FROM THE 2007 STATEMENT OF RECOMMENDED PRACTICE (SORP)

The 2006 Statement of Recommended Practice (SORP) introduced significant changes to the way authorities prepared their accounts and further changes are also required as a result of the 2007 SORP. The 2007 Practitioners Guidance notes were only received in December and the implications of these are still being assessed. However the main changes are set out below. Work will continue to assess the guidance notes and a further report will be presented to the Committee in April with further details if necessary. A training session is also proposed which may aid members understanding of these changes and the impact on the accounts.  These changes will impact primarily on the layout of the balance sheet with corresponding entries required to the Income and Expenditure Account where necessary.

· Establishment of a Revaluation Reserve with a nil opening balance as at 1st April 2007.

· Fixed Asset Restatement Account and Capital Financing Account to be replaced with the Revaluation Reserve (as above) and a Capital Adjustment Account.

· Establishment of a Financial Instruments Adjustment Account to record the differences in financing costs of any financial instruments entered into by the Authority.

The main requirements of the 2007 SORP will be the detailed record keeping required to ensure that the Revaluation Reserve is maintained and reconciled on an individual asset basis with two sets of records being required for each asset.

4.
RECOMMENDATIONS

Members are asked to note the report.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Shelagh McGregor
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