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STATEMENT OF ACCOUNTS 2004/05 – AUDIT ISSUES

Report of:


Director of Corporate Services

Report reference:
FS46/05

Summary:

Council approved the draft Statement of Accounts for 2004/05 subject to Audit on 19th July 2005 (FS13/05). 

The statutory deadline for completion of the audit was 31st October 2005 but this has not been achieved for the reasons set out in the report. The audit is now substantially complete and the Accounts Committee needs to approve the SAS610 Statement prior to the Auditors issuing their Audit certificate and formal opinion on the accounts. 

This report provides further information on issues raised in the SAS610 report. 
Recommendations:

The Accounts Committee is requested to:

(i) Approve the Audit Commission SAS 610 Statement

(ii) Note the concerns of the Audit Commission and the assurances and changes which are being established by the City Council to address those concerns for the future.

Contact Officer:
Angela Brown
Ext:
 7299

Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: Accounts and Audit Regulations 2003; Working papers prepared by Carlisle City Council and the Audit Commission; Draft Statement of Accounts for Carlisle City Council 2004/05.

CITY OF CARLISLE

To:
Accounts Committee




FS46/05

15 February 2006

STATEMENT OF ACCOUNTS 2004/05 – AUDIT ISSUES

1. INTRODUCTION

1.1 Council approved the Statement of Accounts for 2004/05 subject to Audit on 19th July (FS13/05). 

1.2 The statutory deadline for completion of the audit was 31st October 2005 but this has not been achieved for the reasons set out in the SAS610 report. The audit is now substantially complete and the Accounts Committee must approve the SAS610 Statement prior to the Auditors issuing their Audit certificate and formal opinion on the accounts. 

1.3 The auditors have raised a number of concerns in their report, which unfortunately due to time restraints we have not had an opportunity to discuss directly with them. This report provides further information on issues raised. 

1.4 The role of the Accounts Committee is to approve the SAS610 Statement, which must be approved before the Auditors will issue their Audit Certificate and formal opinion on the 2004/05 accounts.

1.5 The Auditors will be in attendance at the Committee to present their report and answer any Member queries.

2. SAS 610 STATEMENT

2.1 The SAS610 Statement is considered elsewhere on the agenda and details draft unadjusted errors, draft material misstatements and other issues that the auditors wish to draw to members’ attention. The report contains some issues of concern to the authority, and whilst these views are extremely disappointing, the audit concerns need to be addressed in a positive and constructive way to ensure that real improvements are achieved for next year. Comments on particular issues are made in the following paragraphs.

2.2 Unadjusted misstatements – These are set out in Appendix 2 to the SAS610 and list items that fall below the materiality level. There are no adjustments that have any effect on the overall financial position of the authority. As in previous years we agree to make corrections of these more minor issues in the 2005/06 accounts where considered appropriate. During 2004/05 it was considered that no adjustments were required arising from the 2003/04 unadjusted misstatements. However for the future we will ensure that further discussions take place with the Audit Commission to clarify which of the unadjusted misstatements require adjustment.

2.3 Adjusted Material Misstatements – These are set out in the Appendix 3 of the SAS610. Material misstatements are of concern to the authority, and further improvements need to take place to this aspect of the accounts. In terms of improvement from previous years however, significant effort has gone into trying to improve this area of work and the levels of error are significantly reduced from 2003/04 when there were over 50 adjustments regarded as material. It is therefore extremely disappointing to note the auditor’s opinion.

Further work is required to clarify what the final material adjustments are for 2004/05 and further progress will be given on each item at the meeting.

2.4 Material Weaknesses – The material weakness identified is in relation to problems experienced in reconciling the new bank reconciliation system. Members have been briefed on this issue a number of times over the past eighteen months. To date the auditors have not been satisfied with the evidence provided to them that there is a robust bank reconciliation in place, and did not accept the reconciliation provided to them as at 31st March 2005. The manual version of the reconciliation that was produced unfortunately did not balance by a few pence. During January the authority produced a reconciliation for the whole 21 month period 1st April 2004 to 31st December 2005, and it is hoped that this now provides the assurance that the auditors request. Audit testing is currently taking place on this and it is hoped that a decision will be reached by the date of the meeting.

2.5 Qualitative Aspects – 

The quality of working papers was raised in the 2003/04 SAS610 report and assurances were given by the authority that this would improve. Considerable effort has gone into trying to improve this aspect, albeit it was hindered by the loss of previous year’s papers in the January flood. It is therefore disappointing that the auditor’s view is that little progress has been achieved. We remain committed to improving the situation for 2005/06.

3. RECOMMENDATION

3.1
The Accounts Committee is requested to:

(i) Approve the Audit Commission SAS 610 Statement. 

(ii) Note the concerns of the Audit Commission and the assurances and changes which are being established by the City Council to address those concerns for the future.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Angela Brown
Ext:
 7299
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