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2008/09 FINAL ACCOUNTS PROCESS

1 INTRODUCTION

A report to the previous Audit Committee in January (CORP73/08) presented the Accounting Policies that are to be used in the 2008/09 Final Accounts Process and also highlighted the key changes that would need to be implemented from the 2008 SORP (Statement of Recommended Practice.  The report also brought to Members attention the impending move for all Local Authorities to implement International Financial Reporting Standards (IFRS) that will be applicable from 2010/11.

This report provides an update on the key risk areas currently being considered for both the final accounts process and the implementation of IFRS.

2. FINAL ACCOUNTS 2008/09

Work is now underway in preparing the Council’s Statement of Accounts and training sessions have been given to staff involved in the year end process.  Accountancy Services have prepared a detailed closedown plan and timetable of the key deadlines and this is to be monitored on a weekly basis.  Progress reports will be presented to SMT on a weekly basis highlighting any areas of slippage and to report current progress in meeting the deadlines for presenting the accounts to this Committee and Council.

Training on the final accounts process and the role of the Audit Committee in scrutinising the accounts will be given to Members in early June and will be provided by the Council’s Treasury Management advisors, Sector.

Risks identified

As part of the closedown process, the Council is required to undertake a revaluation exercise of its fixed assets (primarily Land and Buildings) in order to make sure they are recorded in the Council’s Balance sheet at the correct values.  Normally this is done on a rolling 5-year basis, with a fifth of the portfolio being re-valued every year.  However, due to the current economic climate where there have been significant decreases in the values of properties nationwide, it was decided that this year a full revaluation programme of all assets would be undertaken.  

In order to prepare the Statement of Accounts and process all the revaluation material, the original deadline for return of all revaluation’s to finance was to be 17 April 2009.  However, the tender process for appointing external valuer’s to undertake this work has slipped and it is now unlikely that any of this information will be received back to finance before 11 May 2009.  This poses a significant risk to the production of the final statements, as the financial entries that are required impact on all of the major financial statements.  

Close monitoring of the situation is being undertaken between finance and property services and further updates will be given in the regular update reports to SMT. 

3. FINAL ACCOUNTS MEMORANDUM 2007/08

As part of the final closedown of the 2007/08 Final Accounts process the Audit Commission issue a Final Accounts Memorandum and Action Plan of issues they consider would help improve the process and any recommendations that would help to avoid any of the issues that were found as part of the audit.  This document is used internally only and the replies to the recommendations have been responded to the Audit Commission.  The Action Plan is attached at Appendix 1.
4. INTRODUCTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)

The need to move to preparing budgets and statement of accounts on an IFRS basis was reported to this Committee in January, together with a draft action plan of the key issues that are faced in order to successfully meet the implementation timescale.  


Impact on Carlisle City Council
There will be a significant impact on the Council and the information it uses to prepare both the Statement of Accounts and its budgets.  

The main issues and key risk areas that will have a significant effect on the Council accounts are as follows:

Resources

The implementation of IFRS will have a significant drain on the resources within Financial Services at a time when there are currently key vacancies in the department.  Other Cumbrian Council’s have brought in external support from agencies in order to help them in this process.  Training sessions provided by CIPFA have been arranged by the County Council which Finance staff will be attending in May and June.

Employee Benefits IFRS

Any outstanding holiday and flexi balances at 31 March are to be quantified and accrued into the accounts. This requirement has been communicated to Payroll who are looking at their system in order to generate reports that can be used to provide this information.  However, currently, not all staff use the Payroll system (TRENT) to record their leave and payroll are aware of the need to have as many staff as possible on the system.  The Council policy is not to allow any leave to be carried forward, other than in exceptional circumstances, so if evidence is provided that this is the case (by generating a report that shows that this is an immaterial amount), then an accrual will not have to be made into the accounts.  Payroll and Finance are working closely on this at the moment.

Leases IFRS

There is a significant change in the treatment of leases in the International Accounting Standard.  All existing property leases (approximately 850) will need to be split between the land and buildings elements, and then evidenced as to whether they are classified as finance leases or operating leases.  This will be a particularly large-scale review for the Council given that all industrial estate leases will need to be reviewed as well as any other leases undertaken.  There could also be a potential impact as lease rentals could be reclassified from revenue to capital, but finance staff are still in the processing of reviewing the standards to confirm the full implications.

The Council has approximately 850 leases for its land and property and this is the major risk area in the implementation of IFRS as all of these leases will need to be scrutinised and evaluated in order to determine the correct accounting treatment.

We currently have an arrangement with Pricewaterhouse Coopers (PwC), for some free consultancy, after they successfully reclaimed VAT for us in different areas. SPG agreed at their meeting on 30 March that this work can be commissioned to PwC and work is currently underway to contact PwC with a detailed breakdown of the necessary requirements. 

5.
RECOMMENDATIONS

Members are asked to note the report.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Steven Tickner


Ext: 
7281

Appendix 1 – Action Plan

	Page no.
	Recommendation
	Priority
1 = Low
2 = Med
3 = High
	Responsibility
	Agreed
	Comments
	Date

	
	

	5
	R1
Ensure that the service expenditure disclosed in the accounts is in accordance with BVACOP.
	3
	MTP
	YES
	Full review of BVACOP undertaken for 2007/08 and necessary amendment made to coding structure to correct the 2007/08 misstatement
	30/04/09

	5
	R2
Include any profits from the sale of investments within interest and investment income.
	2
	ST
	YES
	Will be considered when preparing accounts, however, it is not expected that there will be any investments sold in 2008/09
	Ongoing

	5
	R3
Review the allowable methods of utilising capital receipts in accordance with relevant capital regulations, and assess compliance prior to the submission of the accounts for audit.
	2
	ST
	YES
	CIPFA publication on Capital finance will be reviewed to ensure that Capital receipts are only utilised for their proper purpose.
	30/04/09

	5
	R4
Incorporate week 53 calculations into the cash-flow working papers.
	1
	ST
	YES
	Note added to cash flow working paper to make sure that week 53 transactions are checked and incorporated where necessary.
	30/06/09

	5
	R5
Produce financial instruments working papers to support the debtors and creditors balances.
	2
	ST
	YES
	Working papers were set up following the audit of the 2007/08 accounts that will be used again to identify those items that are applicable to financial instruments.
	30/05/09

	9
	R6
Review cost centre Y1260 and ensure income is not netted off expenditure in the income and expenditure account.
	2
	MTP
	YES
	Accounts will reflect gross expenditure and gross income in line with BVACOP
	30/06/09

	9
	R7
Check the valuation certificates, and query unusual or unexpected transactions prior to the submission of the accounts.
	2
	ST
	YES
	The valuation process for 2008/09 now includes a review process of all valuations prior to any entries being made.  Valuations to be received from Property Services in early April to allow time for review
	20/04/09

	9
	R8
Check the authorisation dates of any new reserves to ensure they are approved in the relevant financial year.
	2
	ST/EG
	YES
	Any new reserves will be reviewed as to their start date.  
	Ongoing

	9
	R9
Where capital accounting is complex, technical or involving one off transactions the treatment should be reviewed by a senior officer prior to the submission of the accounts.
	2
	ST/EG/SMcG
	YES
	Will form part of the review process of the 2008/09 accounts
	30/06/09

	9
	R10
The working papers for the cashflow statement to include an effective method of identifying capital creditors within the purchase ledger.
	1
	ST
	YES
	CIPFA cash flow toolkit purchased to prepare cash flow.  Indirect method will be used which should allow more review time. 
	30/06/09

	9
	R11
Produce working papers for capital commitments and only include items contracted at the year end.
	2
	EG
	YES
	Contracts Register to be reviewed to determine capital commitments. Current database to be used to determine DFG/RG commitments
	30/06/09

	9
	R12
New and amended disclosure notes as a result of the audit process in 2007-08 should be incorporated into the account process going forward.
	2
	ST
	YES
	Revised notes included in 2007/08 have been rolled forward into the draft statements for 2008/09 for review when producing the statements.
	31/03/09

	12
	R13
The change in the trivial limit for 2008-09 to be communicated to relevant staff involved in the approval and preparation of the accounts.
	2
	ST
	YES
	Will be communicated at next Accountancy Team Meeting scheduled for 23 March 2009
	23/03/09

	12
	R14
The three trivial errors noted in 2007-08 to be reviewed during 2008-09.
	1
	ST/EG
	YES
	All accruals to be reviewed for 2008/09 accounts
	30/06/09

	12
	R15
Work on replacing the asset register to continue, and progress monitored.
	3
	ST
	YES
	Project plan established and options currently being considered with demonstrations of systems being arranged.
	31/03/10

	12
	R16
The improvements to working papers in paragraph 38 to be made.
	1
	ST/EG
	YES
	Agreed
	Ongoing

	12
	R17
Late adjustments made in the Statement of accounts should always be made in the ledger prior to submission of the accounts to the auditor.
	2
	ST/EG
	YES
	All adjustments will be included in the ledger prior to the start of the audit.
	30/06/09

	12
	R18
Continue with the implementation of the IFRS with regular updates and progress and actions monitored.
	3
	ST
	YES
	Action plan to be continually monitored for progress.  Information gathering underway in terms of leases and holiday pay.
	Ongoing


