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Summary:

This report provides the Council’s response to the Audit Commission’s Annual Governance Report, considered elsewhere on this agenda.  That report summarised the significant findings, conclusions and recommendations arising from the audit work on the 2008/09 Financial Statements and whether the authority has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources.  This report provides members with a response to the main issues raised in that report.
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Members are asked to note and comment on the response to the Audit Commission report.
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25 September 2009
AUDITORS GOVERNANCE REPORT 2008/09 – COUNCIL’S RESPONSE

1.
INTRODUCTION

1.1 On 29 June 2009, the Council approved the Statement of Account for 2008/09 subject to Audit (CORP 23/09).  The Audit Commission has confirmed that the audit of the accounts is now substantially complete, and has therefore issued their Annual Corporate Governance report (considered elsewhere on the agenda). 

1.2 The Audit Committee must receive the Annual Governance Report before the Auditors can issue their Audit Certificate and formal opinion on the accounts.  The auditors provide two opinions within their report; one in respect of the VFM conclusion and the other in respect of the Financial Statements. The Auditors propose to issue unqualified opinions in respect of both issues. 

1.3 Following the conclusion of the audit and the necessary adjustments made for significant and non-trivial misstatements, the 2008/09 Statement of Accounts must be published by the statutory deadline of 30 September 2009. Full Council, who is the body currently authorised with approving the accounts, will be notified of any amendments made to the accounts at its next meeting.

1.4 The term publication does not merely mean the appearance of the accounts on the agenda of the Audit Committee or full Council.  Neither does it mean merely providing copies to enquiries on demand.  Good practice might include putting a copy on a notice board, copying onto a website, publishing a separate leaflet or publication in a newspaper or as part of a newsletter.

1.5 A full copy of the Statement of Accounts will be placed on the Council’s website as soon as practical after they have been signed. An Annual Report will also be prepared incorporating a summary of the statement of accounts and other performance information.  This will also be placed on the Council’s website.

2. AUDITORS COMMENTS ON THE FINANCIAL STATEMENTS  

2.1 Key Messages 

As stated above, the Auditors propose to issue an unqualified opinion on the financial statements. The Auditors also state that they have seen evidence of significant improvements in the overall quality of the accounts. 

There are two items that require amendments to be made to the accounting entries in the accounts which must be adjusted before the audit opinion can be provided. A further amendment is also required to two disclosure notes, to enhance the readership of the accounts. The amendments have now been made and the final set of accounts will be produced following agreement by the Audit Committee of the Audit Commissions report. These amendments have been identified as non-trivial in nature by the Auditors and do not affect the overall financial position of the Council.  
There are no material errors in the accounts for 2008/09.

2.2 Amendments to the 2008/09 accounts
The authority has agreed with the Audit Commission that the Statements of Accounts will be adjusted for all misstatements identified during the course of the audit which is consistent with the treatment approved by Members in previous years.  The non-trivial errors identified during the course of the audit are listed below, along with our comments on each item.

2.2.1
Incorrectly providing for costs of Job Evaluation as a Reserve rather than a Provision in the accounts for potential costs relating to previous accounting periods.
In the unaudited accounts, the Council had provided for the potential costs of Job Evaluation as a reserve.  Having queried with their technical unit the auditors require an amendment to this to establish a provision for the element of the potential costs that would relate to periods covered by these accounts (i.e. back pay that would be relevant to prior to April 2009), as they deem that a ‘reliable estimate’ of the potential costs is now available. Therefore, a transfer is required from the reserve of £1,361,575 to establish a provision for this amount.  In accordance with the accounting rules, this is shown through the Income and Expenditure account and therefore affects the deficit on this statement.  It is important to note however, that this does not mean that the Council is in any worse position; it just reflects correct accounting treatment.
2.2.2
Change to the depreciation policy of Adriano’s and Warwick Street.
The auditors require us to change the depreciation policy for Adriano’s and Warwick Street assets. Originally, the Council assumed these would have a nil residual value at the end of the agreement with NWDA, as the properties would either be demolished or sold, with sale proceeds being repayable to NWDA. Therefore, the Council had no interest.  However the auditors opinion is that there is a residual value based on a realistic market value that could be achieved should the property be sold at the end of the 3 years.  Therefore this affected the depreciation charged in the year.
2.2.3
Additional disclosure note for the value of downward revaluations charged through the Income and Expenditure Account.
The auditors require us to insert an additional disclosure note regarding the value of impairments charged through the Income and Expenditure account due to the high value of these items.  The additional disclosure is to enhance the readers understanding of the increase in the deficit on the Income and Expenditure Account and is shown at Note 5.16 in the amended accounts.
2.2.4
Change in disclosure note value for capital commitments

The auditors found that the value of capital commitments included in the disclosure notes was incorrect.  The value shown in the accounts of £1,750,000 was taken from the Council’s contract register but the subsequent order was only placed for £1,659,000.  Procedures have been put in place to ensure that the Contract register is updated to show the final order value placed for future reference.
3. ACTION PLAN

Three action points have arisen following the audit as set out in Appendix 5 to the Annual Governance Report and are detailed below. These actions, including actions to address the issues raised above, will be adopted and monitored by the responsible officer. 

Ensure that greater consideration is given to compliance with all Financial Reporting Standards in producing the financial statements

Improvements have been made in 2008/09 and we will continue to review the requirements of Financial Reporting Standards.
The Head of Financial Services will lead on this issue.
Ensure that the agreed action plan from Internal Audit’s report ‘Audit of ICT Security Policy and Annexes’ is closely monitored.

The action plan will be in accordance with the agreed timescales.  Internal audit has planned a follow up visit in November 2009.
The ICT Shared Services Manager (Designate) will lead on this issue.
Ensure that all journals are authorised by an approved officer.

We will review our current arrangements for authorising journals in terms of approved officers and value of journals to be authorised.
The Head of Financial Services will lead on this issue.
4.   
VFM CONCLUSION

As part of the 2008/09 Final Accounts process the Audit Commission has concluded that the Value for Money conclusion states that the Authority made proper arrangements to secure economy, efficiency and effectiveness in its use of resources for 2008/09. A further report and action plan to address any issues will be considered by a future Audit Committee.
5.
RECOMMENDATIONS

Members are asked to note and comment on the response to the Audit Commission report.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Steven Tickner



Ext: 
7280
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