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Purpose of this document

1 In accordance with the Audit Commission’s Code of Audit Practice (the Code),
this report provides a summary of the work we have carried out during our
2006/07 audit of accounts, the conclusions we have reached and the
recommendations we have made to discharge our statutory audit responsibilities
to those charged with governance (in this case the Audit Committee) at the time
they are considering the financial statements.

2 In preparing our report, the Code requires us to comply with the requirements of
International Standards on Auditing (United Kingdom & Irefand) — ISA (UK&lI) -
260 ‘Communication of Audit Matters to Those Charge Governance’, by

[ atements. Other

9

circumstances including:

e where we suspect or detect fraud;

completed specific aspects of our programme, and these are listed in Appendix 3.

Carlisle City Council
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Key messages

Our work on the financial statements is substantially complete although there are
still outstanding issues to be resolved. Should any further matters arise in
concluding the outstanding work that need to be reported, we will raise them
initially with the Director of Corporate Services, and the Head of Financial
Services, and will report them verbally to the Audit Committee if necessary.
Subiject to the completion of all audit work, we propose issuing an unqualified
audit opinion before 30 September 2007, (a draft report is attached at Appendix

conclusion was qualified.

Carlisle City Council
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Audit status

9 At the date of issue of this report our detailed audit is substantially complete
although there are still outstanding issues to be resolved.

10 The Authority has taken a constructive approach to our audit and we would like to
take this opportunity to express our appreciation for the Authority’s assistance
and co-operation.

Carlisle City Council
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Accounts and Statement on Internal
Control

Our work on the financial statements is substantially complete, although we are
continuing to address some outstanding issues.

Auditors are required to obtain written confirmation of certain representations
from management and those charged with governance before an audit report is
issued, such as acknowledgement of responsibility for the fairpresentation of the
financial statements in accordance with the applicable financial reporting
framework and responsibility for the design and implemeéntation of internal
controls to prevent and detect error.

al’'Services gross expenditure. This arose
Authority failed to properly account for direct services
dance with the Best Value Accounting Code of

ority failed to properly account for direct services income of
g business growth initiative grant LABGI of £859k, which should
have been-shown as a general grant. For consistency purposes an
adjustment of £938k was required to the 2005/06 comparator figure;

Carlisle City Council
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e Short term investments in the balance sheet included an amount of £2m
which had no provision for early recall. Having a maturity date of more than
12 months after the balance sheet date, this item was incorrectly shown as a
short term investments. The SORP guidance notes comments that an
investment not capable of realisation within a year of the balance sheet date
should not be shown as a current asset. Therefore, £2m of the current
investment balance has been reclassified as long term. For consistency
purposes a £5m adjustment is required for the 2005/06 comparator;

e The calculation of the gain / loss on the disposal of fixed assets for 2005/2006

2006/07 requiring an adjustment of £250k.

Other adjusted errors
e Archaeology costs of £659k were transferre

e Although to a lower degree 1
adjustments required to the > key items related to

liquid resources and

debtors Yequired reclassification as amounts due
ties-within the notes to the accounts;

Amendments.tgthe accounts have reduced the Income and Expenditure Account
surplus for 2006/07 by £554k to £511k. Amendments in respect of 2005/06 have
reduced the I&E account surplus for 2005/06 by £801k to £4,808k.

Carlisle City Council
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Accounting practices

We are also required to report to you our view on the qualitative aspects of the
Authority’s accounting practices and financial reporting and have set out below
our observations on key issues affecting the Authority. Recommendations made
are shown in the Action Plan at Appendix 1.

The draft financial statements were supported by referenced working papers,
which were provided in both hard copy and electronically. Although revenue and
capital outturn reports were produced with the accounts, no analytical review
working papers relating to the figures disclosed in the acco were available at
the start of the audit and were only provided on 14 August 2007. The use of
analytical review is a useful tool for management in d '
quality review processes and should therefore be cg d to inform the review

Income and Expenditure (I&E) Account
Accounting Code of Practice (BVACOoP). ity’heeds to review its

disclosed in the accounts is in geeo@nce with

Recommendations \\\\ \\

21

addressed only those matters which have come to our attention as a result of the
audit procedures we have performed.

In previous years we have been critical of the Authority's failure to put in place a
balanced bank reconciliation. During 2006/07 the Authority has continued its work
in this area and we are pleased to report that a balanced bank reconciliation, as
at 31 March 2007, was presented for audit and we are satisfied that this issue
has now been resolved.

Carlisle City Council
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Use of resources

Work performed

The Code requires us to reach a conclusion as to whether we are satisfied that
the Council has proper arrangements in place for securing economy, efficiency
and effectiveness in its use of resources - the value for money conclusion. In
meeting this responsibility, we review evidence that is relevant to the Council’s
corporate performance management and financial management arrangements
across a range of criteria specified by the Audit Commissiop. Our work to support
our conclusion included the following elements:

e value for money conclusion;
e data quality work; and
e the best value performance plan reviey

Value for money conclusio

Our work on the Authority’s arrange economy, efficiency and
effectiveness in its use of resource onclusion) will be
completed shortly. Details of the crite ¥ Audit Commission and
an indication of our indicative scores agains se_criteria are set out in Appendix

recommendations were made to the Audit Commission or the Secretary of State.

Carlisle City Council
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Audit fee update

We reported our fee proposals as part of the audit plan for 2006/07. The table
below reports the outturn fee against that plan.

Table 1

Plan 2006/07 (£)/> Actual 2006/07 (£)
Accounts and Statement on Internal 87,714 87,714
Control A
Use of Resources 24,63}\</ \\\24,631
Total Audit Fees 112/345 112,345
Grants certification work //494600 A 3§\Q69 (Estimate)
Relationship Management \\4\,1@ // 4,140

N

Total Fees - 165485 151,485

The analysis above shows that our a
you have already agreed.

Carlisle City Council
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Appendix 1 — Action plan

i

. . I N
Page Recommendation Priority Responsibility <§gf€ed\ omments
1=Low
2 = Medium
3 = High
9 )
R1 Produce analytical High Head of Financial .~ Yes  To be produced as part
review working papers for Services < of the working papers in

all major statements at the
close down stage, to
improve the management
review process prior to
presentation for audit

R2 Review the High \/<Mncial

arrangements for extracting Services

the figures from the ledg
and ensuring that the SEA >
disclosed in the aceounts is

in accordance with
BVACOP.

Carlisle City Council

the future — by 30 June.

§ A ledger report is being
developed to assist with

> this process.
Comparisons with other
authorities’ approaches
are also to be
considered.

Yes The process of
correcting the
classifications attributed

to the ledger codes used
in the ledger reports has

commenced.

Impact on the Revenue
Outturn Return and any
Performance Indicators
to be corrected where
necessary.

Anticipated
Implementation
Date

30/06/08

31/12/07

31/10/07
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Page Recommendation Priority Responsibility Agreed Comments Anticipated
1=Low Implementation
Date
2 = Medium
3 = High

I ‘ 31/3/08
? process to be considered
) and implemented.

Carlisle City Council
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Appendix 2 — The Audit Commission’s
requirements in respect of independence
and objectivity

1 We are required to communicate the following matters to those charged with
governance:

e the principal threats, if any, to objectivity and independenc
auditor, including consideration of all relationships bet
directors and the auditor;

identified by the
n the Authority,

e any safeguards adopted and the reasons why the onsidered to be

effective;
e any independent partner review;
e the overall assessment of threats and ¢

¢ information about the general policie
objectivity and independence.

2 We are not aware of any relationshi affect the independence and
objectivity of the audit team and whi hbe disclosed under auditing
and ethical standards.

Carlisle City Council
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Appendix 3 — Audit reports issued

Planned output Planned date of = Actual date of Addressee
issue issue

Audit plan September 2006 @ September 2006 = Audit
Committee

BVPP report December 2006 December 2006 ~ Town Clerk &

/ Chief Executive
Annual governance September 2007 Septe 05\ Audit
report ommlttee

Opinion on financial September 2007 /Sé ember 2007

statements Co ee

Use of resources - September ZOO&W 2007  Audit ~

VFEM conclusion Committee

Final accounts Septe 2007 tember 2007  Head of

memorandum (Pla e Financial
\ Services

Data quality report October ﬁQO\( / /I‘BQ To be agreed

Annual audit and 200 TBC Audit

inspection letter / Committee

Carlisle City Council
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Appendix 4 — Proposed auditor’s report

Independent auditor’s report to the Members of Carlisle City
Council

Opinion on the financial statements

of the year ended
comprise the Income

| have audited the financial statements of Carlisle City Coung
31st March 2007 under the Audit Commission Act 1998, w

and Expenditure Account, Statement of the Movement '
the Balance Sheet, the Statement of Total Recognise

This report is made solely to Carlisle City Cou
Audit Commission Act 1998 and for no other p

and the State
United Kingdom 2

Carlisle City Council
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| review whether the statement on internal control reflects compliance with CIPFA’s
guidance 'The statement on internal control in local government: meeting the
requirements of the Accounts and Audit Regulations 2003’ issued in April 2004. |
report if it does not comply with proper practices specified by CIPFA or if the
statement is misleading or inconsistent with other information | am aware of from my
audit of the financial statements. | am not required to consider, nor have |
considered, whether the statement on internal control covers all risks and controls. |
am also not required to form an opinion on the effectiveness of the Authority’s
corporate governance procedures or its risk and control procedures.

| read other information published with the financial statements; and consider
whether it is consistent with the audited financial statements? This other information
comprises only the Explanatory Foreword. | consider the implications for my report if |
become aware of any apparent misstatements or mate
financial statements. My responsibilities do not extenchto

Basis of audit opinion

| conducted my audit in accordance with the Aud
Audit Practice issued by the Audit

| planned and perfe
which | considered n
reasonable

In my opinion the financial statements present fairly, in accordance with applicable
laws and regulations and the Statement of Recommended Practice on Local
Authority Accounting in the United Kingdom 2006, the financial position of the
Authority as at 31st March 2007 and its income and expenditure for the year then
ended.

Mark Heap, District Auditor
Audit Commission, Aspinall Close, Middlebrook, Horwich, Bolton BL6 6QQ

XX September 2007

Carlisle City Council
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Conclusion on arrangements for securing economy, efficiency
and effectiveness in the use of resources

Authority’s Responsibilities

The Authority is responsible for putting in place proper arrangements to secure
economy, efficiency and effectiveness in its use of resources, to ensure proper
stewardship and governance, and to regularly review the adequacy and effectiveness
of these arrangements.

ed to prepare and
's assessment of its
angements to

Under the Local Government Act 1999, the Authority is reg

ing economy, efficiency and
tice issued by the Audit

or have | considered, whether all
uring economy, efficiency and

e and where relevant, making any recommendations under section 7 of the
Local Government Act 1999.

Carlisle City Council
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Conclusion

| have undertaken my audit in accordance with the Code of Audit Practice and having
regard to the criteria for principal local authorities specified by the Audit Commission
and published in December 2006, | am satisfied that, in all significant respects,
Carlisle City Council made proper arrangements to secure economy, efficiency and
effectiveness in its use of resources for the year ending 31 March 2007.

Best Value Performance Plan

| issued my statutory report on the audit of the Authority’s bé
plan for the financial year 2006/07 in December 2006. | di
be reported to the Authority and did not make any recomr
in relation to the plan.

alue performance
dentify any matters to
s on procedures

Certificate

accordance with the
Re Code of Audit Practice

| certify that | have completed the audit of the a
requirements of the Audit Commission Act 1998 and
issued by the Audit Commission.

Mark Heap, Distri

Audit Commission, e,-Middlebrook, Horwich, Bolton BL6 6QQ

XX Septem 007

Carlisle City Council
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Appendix 5 — Management
representation letter

Mark Heap

District Auditor

The Audit Commission
Aspinall House
Aspinall Close
Middlebrook

Bolton

BL6 6QQ

gar ended 31 Ma 007

made appropriate
Council, the following

Carlisle City Council - Audit for the

| confirm to the best of my knowledge and
enquiries of other directors and officers of

tory authorities for
e financial position of the

year ended’31 March 2007, requiring disclosure in the financial statements
and / or the preparation of supplementary group accounts.

Supporting records

All the accounting records have been made available to you for the purpose of
your audit and all the transactions undertaken by the Council have been properly
reflected and recorded in the accounting records. All other records and related
information, including minutes of all Council and relevant committee meetings,
have been made available to you.

Carlisle City Council



Annual Governance Report | Appendix 5 — Management representation letter 21

Related party transactions

| confirm the completeness of the information provided regarding the identification
of related parties.

The identity of, and balances and transactions with, related parties have been
properly recorded and where appropriate, adequately disclosed in the financial
statements.

Contingent liabilities

There are no other contingent liabilities, other than those that have been properly

Law, regulations, contractual arran
practice

Councn.
The body has co
have a materlal a

that could hav
compliance

he

Assets pledged as collateral.

Irregularities

| acknowledge my responsibility for the design and implementation of internal
control systems to prevent and detect error.

There have been no:

e irregularities involving management or employees who have significant roles
in the system of internal accounting control;

Carlisle City Council
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e irregularities involving other employees that could have a material effect on
the financial statements, or;

e communications from regulatory agencies concerning non-compliance with,
or deficiencies on, financial reporting practices which could have a material
effect on the financial statements.

Post balance sheet events

Since the date the financial statements were authorised for issue on 20 June
2007, no additional significant post balance sheet events that-have occurred
which would require additional adjustment or disclosure in
statements.

Signed on behalf of Carlisle City Council.

Signed:

Name: Angela Brown, CPFA

Service

gst\in companies

Carlisle City Council
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Appendix 6 — Summary of adjusted misstatements for 2006/07

The following misstatements were identified during the course of our audit and the financial statements have been adjusted by
management. We bring them to your attention to assist you in fulfilling your govefnance responsibilities.

/\
Mme an enditure Balance Sheet

e ahd e

/
Adjusted misstatements Nature of Adjustment / / Dr £000s Cr\EQ§OS Dr £000s Cr £000s
Description of Misstatement \\
SEA - Central Services Reclassification of gross expenditurey 492 2,664
which should have been’sh

against

Cultural, Environmental
services rather than Cent

SEA - Central Services Reclassificatio 471

General grant - LABGI 859

Investment classification /£2m of inve me}%ve a maturity 2,000 2,000
date beyo months at 31 March
2007 and should be disclosed as long
term investments.

Gains and losses on disposal Wt the calculation of gains 250 250

of fixed assets andJosses on the disposals of fixed
assets\n 2006/07.

Carlisle City Council
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Community assets

SEA - depreciation charge

Debtors classification

Fixed assets - revaluations

Revaluation - accumulated

depreciation

Fixed asset - additions

Fixed assets - depreC|at|on

Fixed assets - depreciation

Carlisle City Council

Income and Expenditure

Accou nV>

£555k of Archaeology costs do not meet
the SORP definition of a community
asset and should be shown under Iand
and buildings / vehicles and plant.

Reclassification of £632 sundry
debtors as Other Local ori in
Note 5.27 on debtors.

asset vaI

Failure'toreverse accumulated
depreciati '
2006/07.

/ /Be—d{%'rﬁ\at\oqbf\ixed asset additions | 11

Fixed asset - classmcatlo( <

Potentialmi -sta?&@t of multi games
area costs.

verstatement/of depreciation on
[ and and buildings due to
ror in estimation of asset

vV
Understatement of depreciation on the 94

Understatement of fixed as e\?,% b
re. deposﬂs duct in arrivin

AN

£560k of depreciation charges were 0
incorrectly shown within Central

Services but should have been c

against the relevant service area.

216

Balance Sheet

555

632

111

229

383
166

216

555

632

111

229

394
166

94
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Income and Expenditure Balance Sheet
Account

Irthing Centre. S
Investment in Kingmoor Park  The Authority was in discussions, prior \ 400 400
Properties (KPP) to the year end, on the sale of KPP

which was completed in April 2007. At > k

the balance sheet date this would no
longer be a long term investment i.€.
be held for more than 12 months;an
should be shown as a short term
investment.

s

Revenue financing error To correct error in respéct

[ of |taI 303
costs (cavity wall and loft\insuta

being incorrectly written off to ' e

and associate endment to
financing.

t 205 205
income on\Central

Planning Delivery grant

vices
Credit balances on Council uneil Tax and NNDR 101 101
Tax and NNDR arrears arrears edit'‘halances previously
netted off
Deferred charges stment or jincorrect capitalisation of = 112 112
\ endrtur
Trust Funds R \(ai/o rust Fund balances which 85 85
shou t form part of the Authority's
accounts.

Carlisle City Council
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Income and Expenditure Balance Sheet

Accou nV>

SEA - Central Services Reclassification of gross expenditure 276 276
which should have been shown against
services. N \
/

Planning services rather than Central

/

Net Effect The net effect of all the amendments‘is ~ 5,805 4,878 5,432
that the Income and Expenditure
surplus is reduced by £554Kk. 0

N

Carlisle City Council
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Appendix 6A — Summary of adjusted misstatements for 2005/06

The following misstatements were identified during the course of our audit and the financial statements have been adjusted by
management. We bring them to your attention to assist you in fulfilling your govefnance responsibilities.

AN
/Income and enditure Balance Sheet
/ Acmﬂnt

Adjusted misstatements Nature of Adjustment \\ /D‘r/ 00s Cr £000s Dr £000s Cr £000s
Description of Misstatement \V (

st

516 516

SEA - Central Services Reclassification of gross e»
which should have been sh
Cultural, Environmental a

SEA - Central Services

g
Investment classification investments have a maturity 5,000 5,000

yond ths at 31 March
2006 and should ke disclosed as long
term inves ts.

General grant - LABG \ he SORP duidlance is that LABGlisa | 422 422
eral grant and not a specific grant as
gip inthe’accounts.

Gains and losses on disposal CorWto the calculation of gains 801 801
of fixed assets and losses on the disposals of fixed

Carlisle City Council
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Income and Expenditure Balance Sheet

Account />

assets in 2005/06 (E727k) and
recognition of impairment loss (£74Kk).
Net Effect The net effect of all the amendments is , \ 2,922 5,000 5,801
that the Income and Expenditure >
surplus is reduced by £801k.

Carlisle City Council
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Appendix 7 — Value for money
conclusion

The Audit Commission has published, in accordance with the Code of Audit
Practice, 12 criteria on which auditors are required to reach a conclusion on the
adequacy of an audited body’s arrangements for economy, efficiency and
effectiveness in its use of resources.

work completed to date.

Code Description VFM
Criteria L Conclusion

1 The body has put in place arrjig?x@ s for setting,\ dequate

This work is still to be completed but we include indicatiws on the basis of

reviewing and implementing its stratégic and

/>

unication = Adequate
with service users and other stake including

operational objectives.

partners, and there are [ ments to
ensure that key messa [ taken
into account.
3 The body h Adequate
Adequate

4 :

the quality.of its published performance information,
" ando

The bo as M place arrangements to maintain a = Adequate
sound system of internal control.

6 \\ The bo S put in place arrangements to manage Adequate

\i\ts\si icant business risks.

7 The boc

If
dy has put in place arrangements to manage Adequate
and improve value for money.

8 The body has put in place a medium-term financial Adequate
strategy, budgets and a capital programme that are
soundly based and designed to deliver its strategic
priorities.

9 The body has put in place arrangements to ensure Adequate
that its spending matches its available resources.

Carlisle City Council
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Code Description VFM
Criteria Conclusion
10 The body has put in place arrangements for managing = Adequate

performance against budgets.

11 The body has put in place arrangements for the Adequate
management of its asset base.

12 The body has put in place arrangements that are Adequate
designed to promote and ensure probity and propriety
in the conduct of its business.

Carlisle City Council



