AUDIT COMMITTEE

TUESDAY 12 DECEMBER 2006 AT 5.30 PM

PRESENT:
Councillor Mrs Mallinson (Chairman), Councillors S Bowman (as substitute for Councillor Lishman), Hendry, Im Thurn (as substitute for Councillor Stockdale), Mrs Parsons,  Stothard and Tweedie 

ALSO

PRESENT:
Councillor Jefferson - Finance and Performance Management



Portfolio Holder


AUC.60/06
WELCOME
The Chairman welcomed all those present to the meeting.

AUC.61/06
APOLOGIES FOR ABSENCE

Apologies for absence were submitted on behalf of Councillors Lishman and Stockdale, and the Town Clerk and Chief Executive.

AUC.62/06
DECLARATIONS OF INTEREST

There were no declarations of interest affecting the business to be transacted at the meeting.

AUC.63/06
AUDIT COMMISSION

The Chairman reported the receipt of an e-mail (on 12 December 2006 at 4.09 pm) from Mr Mark Heap, District Auditor and Relationship Manager to the Town Clerk and Chief Executive advising that the auditors would not be attending any further meetings about the 2005/06 Accounts.  

Mr Heap had stressed that this was not intended to be unhelpful, but was rather intended to reflect the fact that the auditors had nothing further to add to the extensive comments they had already made about the 2005/06 Accounts.  Also that he was ready to sign the Accounts (as amended) as soon as the Council had re-adopted them.

Mr Heap did not recall ever having presented a signed opinion to an Audit Committee anywhere in the past.  Rather, in accordance with previous and standard practice, he had provided an unsigned copy of the opinion wording for Members’ information.  He would physically sign the opinion once Members had adopted the Accounts.

Copies of the above e-mail were tabled and the Chairman adjourned the meeting at 5.35 pm to allow Members time to read it.

The meeting reconvened at 5.45 pm.

AUC.64/06
MINUTES

RESOLVED – That the Minutes of the meeting of the Audit Committee held on 22 November 2006 be noted.

AUC.65/06
2005/06 STATEMENT OF ACCOUNTS 
The Director of Corporate Services (Mrs Brown) presented report CORP.65/06 informing Members that on 5 December 2006 the Audit Commission had informed the Council that it had now concluded the audit and had no objections to signing off the 2005/06 Statement of Accounts.  In addition, the Audit Commission had informed the Council that it did not intend to make any changes to the Corporate Governance Report considered by the Audit Committee on 28 September 2006.

The signed amended Statement of Accounts was tabled at the last meeting on 22 November 2006, at which time the Audit Commission notified the Committee that the Accounts had yet to be signed off.

There had been no adjustments to the signed Statements provided on 22 November, apart from very minor typo adjustments, the final version being attached at Appendix 1 to the report.

As previously stated, there was no requirement to present a revised set of Accounts to Members.  However, at the last meeting, the Committee agreed to convene a further meeting to formerly draw a line under the 2005/06 final Accounts process once an unqualified Audit Opinion had been received.

Members then made the following comments and observations:

1. Members raised the concern that the Auditor was not present to answer any questions that they may have.

2. In response to requests for an update on the current position regarding the issue of materiality and the bank reconciliation, Mrs Brown drew attention to the following response received from the Audit Commission in respect of the Committee’s queries regarding materiality (quoted from the Auditing Standard 220) –


“Materiality is an expression of the relative significance or importance of a particular matter in the context of financial statements as a whole.  A matter is material if its omission would reasonably influence the decisions of an addressee of the auditors’ report; likewise a misstatement is material if it would have a similar influence.  Materiality may also be considered in the context of any individual primary statement within the financial statements or of individual items included in them.  Materiality is not capable of general mathematical definition as it has both qualitative and quantitative aspects.”


The Auditors considered the possibility of misstatements of relatively small amounts that, cumulatively, could have a material effect on the financial statements.  They were also alert to the nature of misstatements relating to qualitative aspects of a matter.  Materiality was considered at both the overall financial statement level and in relation to individual account balances, classes of transactions and disclosures.   Materiality may be influenced by considerations such as legal and regulatory requirements and considerations relating to individual financial statement account balances and relationships.  That process may result in different materiality considerations being applied, depending on the aspect of the financial statements being considered.


The issue of materiality was still being discussed with the Audit Commission to try to gain further clarity since it was a consideration in the Use of Resources judgement.  Members would be updated when further information became available.


Members wished their formal request for information on the matter to be placed on record.


Referring to the Bank Reconciliation, Mrs Brown reported that the suppliers of the system (Civica) had been contacted week commencing 27 November 2006 with a request that they confirm that the system was ‘fit for purpose’ and in use effectively in other Councils.   A response had yet to be received, however Civica would be on site on 13 December 2006 at which time the matter would be progressed.  It was fair to say, however, that Officers were now satisfied with the system.


Contact was also made with three other Councils using the same Financial Management System.  Those Councils all ran Bank Reconciliation reports from a combination system and manual reports.  All three stated that the system generated reports were accepted by the external auditors, two of whom were the Audit Commission and one a private audit firm.  All other authorities had experienced similar problems to the City Council in balancing the system reconciliation, but that had not delayed their audit opinions.

3. Referring to Minute AUC.57/06 Members noted that Ms Meyer (Audit Manager) had advised that the Audit Commission’s Technical Team was an internal resource for the Audit Commission.  Technical reports were written for internal reference and then used by the audit team to report the required action by the authority to resolve that issue.   She was, however, happy to agree with the Council the content of issues put to the Technical Team.

4. The Chairman formally thanked the Director of Corporate Services and her staff for the considerable amount of work undertaken; the Director of Legal and Democratic Services and staff for their legal advice; and the Deputy Town Clerk and Chief Executive for his continued support at meetings of the Committee.

It was then moved, seconded and agreed that the Committee adopts the revised Statement of Accounts 2005/06 as the basis for signature by the Audit Commission without qualification.

RESOLVED – (1) That the Audit Committee adopts the revised Statement of Accounts 2005/06 on the understanding that the Accounts will now be signed by the Audit Commission without qualification.

(2) That the Committee formally requests the Audit Commission to provide clarification on the issue of materiality and outstanding uncertainties to the Director of Corporate Services.

AUC.66/06
SUMMARY STATEMENT OF ACCOUNTS 2005/06
Pursuant to Minute AUC.42/06, the Principal Accountant (Mrs Bellis) submitted report CORP.67/06 detailing progress made on the development of a set of Summary Accounts for 2005/06.

Financial Services, in conjunction with the Communications Team, had produced a Summary of Accounts for 2005/06, a copy of the latest draft of which was appended to the report.

The content of the Summary of Accounts was based on the best practice previously provided to the Audit Committee, whereas the overall look of the publication had been determined by the new corporate publication style.

The final publication would also include a tear off comments card on which readers’ opinion on various aspects of the publication would be sought.  The cards could then be returned using freepost.

Mrs Bellis invited Members’ comments and anticipated that CIPFA would provide guidance in the future on the suggested format of Summary Accounts.  That along with any other comments received on the 2005/06 Summary Accounts would be taken into account for next years publication.

Members welcomed the submission of the draft Summary of Accounts, the format of which they considered was greatly improved.    They did, however, request that the format be amended to make it clear that figures referred to £ millions and that the list of languages on pages 10 and 11 be placed in alphabetical order.

The Director of Corporate Services undertook to action those points for next year’s Summary of Accounts and Members indicated that they were content with that.

In response to a question, Mrs Bellis said that the summarised accounts would be distributed to Officers, Members and other interested stakeholders via the customer contact centre and other public buildings. A copy would also be placed on the Council’s website.

She was also consulting with the Communications Team regarding the inclusion of an article in the Focus magazine to help make people aware of their availability. 

RESOLVED – That, subject to this issues raised by Members as detailed above, the Summary Statement of Accounts be noted. 

[The meeting ended at 5.55 pm]

