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CITY OF CARLISLE

To:
Audit Committee


21 June 2006
STATEMENT OF ACCOUNTS 2005/06

PROGRESS AND ACTION PLAN

1. 
AUDIT COMMITTEE 12 JUNE 2006
2005/06 Approach
1.1 The Audit Commission presented their position on the 2004/05 revised Statement of Accounts to the Audit Committee on 12 June 2006.  The Audit Commission stated that the information they had received in response to the first SAS610 report presented to the Accounts Committee on 15 February gave rise to further enquiries but did not require any further adjustments to the accounts for opinion purposes.   

1.2 The Audit Commission did state that items raised should be addressed


 as part of the preparation of the 2005/06 Statement of Accounts to prevent them leading to a cumulative material error but also in the light of the lowered amounts constituting the definition of ‘materiality ’ now applying.


1.3 The Committee resolved that the potential issues remaining on the 


2004/05 Accounts, subject to clarification, would be adjusted in the 2005/06 Accounts.

Letter of Representation 2004/05 Accounts

1.4 The Audit Commission stated that they were keen to conclude the 


2004/05 Accounts and would be able to do so once a Letter of Representation, explaining why the Council was not adjusting the statements was received.

1.5 
The Audit Committee resolved that the Director of Corporate Services be requested to provide a Letter of Representation to the Auditor and e-mailed to Members of the Committee and the Portfolio Holder.  This was completed on Tuesday 13 June.  It is attached at Appendix 1 for information.

Progress with the issues raised in the Letter of Representation

1.6 The outstanding items are those set out in Appendix B of the Letter (page 10).  They are all not material in 2004/05 but require reviewing in 2005/06 as stated above.

1.7 Leases – the authority has included these items in the accounts 


according to the Statement of Recommended Practice.  Working papers are being produced which evidences the basis of the accounting treatment.  It is aimed to have all the working papers completed by 30 June. 

1.8 Depreciation  - the Statements incorporate the outcome of the 


depreciation having been recalculated according to current asset values and residual lives.

1.9 Assets held by Carlisle Leisure Limited  - working papers showing the 


results of a detailed FRS5 review as incorporated in the accounts have been produced.

1.10
Flood damaged equipment – a review of the assets on the balance sheet and those set out in the garage documentation updated since the flood has been undertaken and reflected in the accounts

1.11
Sheepmount assets – the whole portfolio of assets has been re-valued by Property Services in accordance with the professional code of practice.  The category types set out by this are included in the balance sheet as at 31 March 2006.

1.12 Capital/revenue expenditure – working papers are being finalised to 


support the treatment in the accounts. 

1.13
Preserved right to buy receipts – information will continue to be sought to enable a comparison between the amount in our statement and the amount in CHA accounts to be made.  If a reconciliation is necessary, which is not clear as yet, one will be worked on during now and the end of June. An update will be provided at the Audit Committee meeting.  

Progress with the Bank Reconciliation.

1.14 The issue here relates to 2005/06.  Prioritisation has transferred to 


providing the traditional format requested by the Audit Commission for 2005/06.  This involves significant work, but may itself resolve the outstanding amount to date not reconciled (circa £120).  The system will not provide the information in the format required.  A combination of manual and systems work is being undertaken to prove the balance position.

1.15 It is aimed to provide the information to the Audit Commission by 


Wednesday 21, prior to the 2005/06 Audit commencing so that they may be able to provide some early indication should any further assurances be necessary.

1.16 After this work has been completed work will continue with the 


development of the Financial Management System.  The system 


suppliers are re-visiting the authority after July 10 to assist progressing 


this.  A development plan will be agreed from this meeting.

2.
CONSULTATION

2.1
Consultation to Date.

Senior Management Team, Portfolio Holder for Finance and Performance Management, JMT, Strategic Financial Planning Group, Audit Commission

2.2
Consultation proposed.

As above.

3.
RECOMMENDATIONS

Members note the comments on the preparation of the 2005/06 Statement of Accounts and Action Plan.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Shelagh McGregor
Ext:
7290

FS25/06 APPENDIX 1


Corporate Services
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Director of Corporate Services: Angela Brown CPFA
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Audit Commission

2nd Floor
Aspinall Close
Enterprise Park 3
Middlebrook
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F.A.O. Mark Heap
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E-mail:
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13 June 2006

Dear Mark

Letter of representation – Audit for the year ended 31 March 2005

I confirm to the best of my knowledge and belief, and having made appropriate enquiries of other officers of the Authority, the following representations given to you in connection with your audit for the year ended 31 March 2005.

Related party transactions
There are no other material transactions with related parties, other than those which have been properly recorded and disclosed in the financial statements.

Contingent liabilities
There are no other contingent liabilities, other than those that have been properly recorded and disclosed in the financial statements. In particular:

· there are no significant pending or threatened litigation, other than those already disclosed in the financial statements.

· there are no material commitments or contractual issues, other than those already disclosed in the financial statements.

Law, regulations and codes of practice
There are no instances of non-compliance with laws, regulations and codes of practice, likely to have a significant effect on the finance or operation of the Authority.

Post balance sheet events
Except as disclosed in the financial statements, there have been no events since the balance sheet date and the date of this letter which necessitate revision of the figures included in the financial statements or the inclusion of a note thereto. No events or transactions have occurred which, though properly excluded from the financial statements, are of such importance that they need to be reported through some other medium.

Carlisle Housing Association

I confirm that, except as disclosed in the financial statements, no further amounts are payable to/receivable from Carlisle Housing Association under the terms of the transfer agreement dated 9 December 2002 except as stated in the second SAS610 report approved by Members at the Audit Committee 12 June 2006.

Investments

I confirm that, except as disclosed in the financial statements, none of the investment balances at 31 March 2005 were intended to be held on a continuing basis.

Interests in companies
A comprehensive review of the Authority’s interests in corporate and other outside bodies was undertaken in 2004 and updated during 2004/2005. A full list of all identified interests is included in Appendix A to this letter. Based on this assessment and except for items disclosed in the financial statements, the Authority held no other interests at 31 March 2005 or at any time during the year ended 31 March 2005, requiring disclosure in the financial statements and/or the preparation of supplementary group accounts

We confirm that the above representations are made on the basis of enquiries of management and staff with relevant knowledge and experience (and, where relevant, of inspection of supporting documentation) sufficient to satisfy ourselves that we can properly make each of the above representations to you.

SAS610 Report

The financial statements have been adjusted in respect of the misstatements identified in the SAS610 report approved by Members in a meeting of the Accounts Committee on 15 February 2006.  

The financial statements have not been adjusted in respect of the misstatements identified in the second SAS610 report approved by Members in a meeting of the Audit Committee on 12 June 2006, details of which are summarised in Appendix B to this letter.  These adjustments relate to non material amendments to the financial statements and other presentational issues. Items other than those of entirely presentational nature will be addressed, where necessary, in the 2005/2006 financial statements.

Signed on behalf of Carlisle City Council 

Signed


Name
Angela Brown

Position
Director of Corporate Services

Date
13 June 2006

Annual Audit Letter 2004/05 APPENDIX A

Interest in companies

Company Name
Limited by shares/guarantee
Voting Rights
Share holding
Other
2005 SORP

FRS2 &9

Classification 



Kingmoor Park Properties Ltd
Shares
5%
5% interest

Account for Councils particiapation only.Simple investment equal to shareholding.

Settle-Carlisle Railway Development Co Ltd
Guarantee (no share capital)
11%
No share capital
Members liability limited to £100 each
Account for Councils participation only.

Cumbria Tourist Board
Guarantee (no share capital)
3%
No share capital
Members liability limited to £1 each
Account for Councils participation only.

Cumbria Inward Investment Agency 
Shares
4%
4% interest

Account for Councils participation only.

Appendix B

Error (£)
Comments



Issue not

material for

2004/05 -

amendment

required in

2005/06

ledger
Leases

The authority has not provided sufficient information to determine

the status of leases held for refuse vehicles. We have undertaken

testing and confirmed that this uncertainty has not caused a

material misstatement in the accounts. The authority needs to

determine whether these vehicles are held under finance or

operating leases and amend the ledger and 2005/06 accounts

accordingly.



Issue not

material for

2004/05 -

amendment

required in

2005/06

ledger
Depreciation

The authority has not provided sufficient information to determine

that depreciation has been correctly applied to fixed assets held.

We have undertaken testing and confirmed that this has not

caused a material misstatement or uncertainty in the accounts.

The authority needs to confirm that depreciation is correctly shown

in the ledger and 2005/06 financial statements.



Issue not

material for

2004/05 -

amendment

required in

2005/06

ledger


Assets held by Carlisle Leisure Limited

The authority has not provided sufficient information to determine

that assets transferred to Carlisle Leisure Limited have been

classified correctly in the financial statements. We have

undertaken testing and confirmed that this has not caused a

material misstatement in the accounts. The authority needs to

undertake a detailed FRS 5 review to determine the correct

treatment of these assets.

Issue not

material for

2004/05 -

amendment

required in

2005/06

ledger


Flood damaged equipment

The authority has not provided sufficient information to determine

that flood damaged equipment has been correctly treated in the

financial statements. We have undertaken testing and confirmed

that this has not caused a material misstatement in the accounts.

The authority needs to determine that all flood damaged items are

shown correctly in the ledger and accounts.



Issue not

material for

2004/05 -

amendment

required in

2005/06

ledger


Sheepmount assets

The authority has not provided sufficient information to determine

that Sheepmount assets are correctly classified in the fixed assets

note categories. We have undertaken testing and confirmed that

this has not caused a material misstatement in the accounts. The

authority needs to confirm that assets are correctly shown as

operational or non operational in the 2005/06 ledger and

accounts.



Issue not

material for

2004/05 -

amendment

required in

2005/06

ledger


Capital/revenue expenditure

The authority has not provided sufficient information to determine

that capital and revenue expenditure has been correctly classified.

We have undertaken testing and confirmed that this has not

caused a material misstatement in the accounts. The authority

needs to confirm that capital expenditure has not been posted to

revenue in the 2005/06 ledger and accounts.



Issue not

material for

2004/05 -

amendment

required in

2005/06

ledger


Preserved right to buy debtor

The authority has not provided sufficient information to determine

that the preserved right to buy debtor is correctly stated in the

accounts. We have undertaken testing and confirmed that this has

not caused a material misstatement in the accounts. The authority

needs to confirm that assets are correctly reconciled to the figures

in Carlisle Housing Association audited accounts in the 2005/06

ledger and accounts.


11
1

