
EXCERPT FROM THE MINUTES OF THE

AUDIT COMMITTEE

HELD ON  21 JUNE 2006

                                                                                                                                                                                                       

AUC.14/06
STATEMENT ON INTERNAL CONTROL 

The Head of Audit Services presented report FS.22/06 informing Members of the background and legislation relating to the Statement on Internal Control (SIC). 

The purpose of the SIC process was to provide a continuous review of the effectiveness of the Authority’s internal control and risk management systems, so as to give assurance on their effectiveness and/or to produce a management action plan to address identified weaknesses in either process.  The process of preparing the SIC was intended to add value to the corporate governance and internal control framework of an organisation.

The assurance process for the SIC was as set out at Appendix A to the report, based upon information provided by the Corporate Directors following their annual full review of their internal control issues.

Mr Beckett drew attention to the table contained within Appendix A which identified significant internal control issues, commenting that the penultimate issue would be expanded to read “Development and procedural documentation of the Financial Information System and the Business Critical Systems as defined by the Audit Commission”.

That process had resulted in the preparation of an Action Plan (Appendix B) which was monitored by Senior Management Team on a quarterly basis.

Members were requested to note the information relating to the SIC, the Action Plan appended to the report, and the current position as regards each of the areas identified.  Issues arising from the Action Plan would be fed into the Council’s overall Improvement Plan.

Mr Beckett further asked that Members note and agree the SIC for 2005/06 for inclusion in the Statement of Accounts to be presented to Council on 29 June 2006.

A Member noted that although the Action Plan included timescales, no Officers were identified as having ownership of the various actions.

In response, Mr Beckett explained that the reference in the ‘owner’ column related to the various Corporate Directors.  

The Chairman requested that actual names be included for clarity and transparency purposes since it was a public document.  She further sought and received an assurance that the Code of Corporate Governance Action Plan would be reported to the Committee on a quarterly basis.

A Member sought and received an assurance from the Town Clerk and Chief Executive that the SIC had been accepted by the Council’s Senior Management Team.

RESOLVED – (1) That the information relative to the Statement on Internal Control, the Action Plan and the current position relating to each of the areas identified be noted, subject to details of individual Officers who had ownership of specific actions being included within the Action Plan.

(2) That the Statement on Internal Control for 2005/06 be noted and agreed for inclusion within the Statement of Accounts to be presented to Council on 29 June 2006, subject to the amendment to the wording of the significant control issue identified above.

AUC.15/06
2005/06 STATEMENT OF ACCOUNTS 

(i)  Statement of Accounts 2005/06 – Progress and Action Plan

Pursuant to Minute AUC.7/06, the Head of Finance presented report FS.25/06 

providing an update on progress with the Statement of Accounts 2005/06.

The Audit Commission had presented their position on the 2004/05 revised Statement of Accounts to the Audit Committee on 12 June 2006, stating that the information they had received in response to the first SAS 610 report presented to the Accounts Committee on 15 February 2006 had given rise to further enquiries, but did not require any further adjustments to the accounts for opinion purposes.

The Audit Commission did, however, 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.  In response, the Committee resolved that the potential issues remaining on the 2004/05 Accounts (subject to clarification) would be adjusted in the 2005/06 Accounts.

The Committee had further resolved that the Director of Corporate Services be requested to provide a Letter of Representation to the Auditor, explaining why the Council was not adjusting the statements, in order that he could conclude the 2004/05 Accounts.  That Letter was completed on 13 June 2006 and a copy appended to the report for information.

Details of progress with the issues raised in the Letter of Representation were provided.  

Ms McGregor further reported on the latest position as regards the Bank Reconciliation, namely that Officers would provide the Audit Commission with the balance later that day and hoped to receive early feedback should any further assurances be required.

Mrs Daley added that she had read the Head of Finance’s report and considered it to be a sensible way forward. 

The Director of Corporate Services further reported that Officers were working on the Bank Reconciliation for 2005/06 and prioritisation had transferred to providing the traditional format requested by the Audit Commission.   She wished to make absolutely clear to Members the possibility that the Bank Reconciliation may remain unreconciled and Officers would have to address that scenario should it arise.

A Member asked when the Audit Commission would be in a position to respond to the Letter of Representation.  

Mrs Daley replied that the Letter of Representation was part of the closure of the 2004/05 Accounts being dealt with by Mr Heap.  The Letter had been received, but  a signed set of Accounts was required in order for the audit to be finalised.   The Auditor’s response would then be to provide a signed copy of the Accounts, together with a formal closure letter.

Mrs Daley added that no further audit work was required on the 2004/05 Accounts and there just remained the formality of having those signed off by Council on 29 June 2006.

RESOLVED – That the comments on the preparation of the 2005/06 Statement of Accounts and Action Plan be noted, in particular the current position regarding the Bank Reconciliation as reported by the Director of Corporate Services.

(ii)  Statement of Accounts 2005/06

The Chief Accountant submitted report FS.26/06 enclosing the Council’s Statement of Accounts 2005/06.   A revised version of the Statement had been prepared, copies of which were tabled at the meeting.

Miss Taylor indicated that she would take the Committee through the main changes since preparation of the Statement and respond to any questions at the end of each Section.  Members confirmed their agreement to that course of action.

Miss Taylor gave an explanation of the legislation governing the preparation of the Statement which reflected the summarised financial out-turn information recently considered by the Executive and the Corporate Resources Overview and Scrutiny Committee.   The format of the Statement of Accounts was to a large extent prescribed and was therefore presented in a different format from the Internal Out-turn Reports.  She then outlined the main changes which had occurred. 

The Statements would be subject to the formal audit process (commencing on 3 July 2006) which must be completed by 30 September 2006.  The Auditors would identify any material changes required to the Statements and produce an ISA+260 Statement detailing any unadjusted misstatements found during the course of the audit.  Both of those required to be considered by ‘those charged with governance’. 

The Portfolio Holder for Finance and Performance referred to the Consolidated Balance Sheet - LSVT warranties and questioned whether the figure would remain the same year by year.  In response, Miss Taylor confirmed that would be the case until a call arose on that figure.

The Chairman referred to the Consolidated Cash Flow Statement  - Income – and questioned the figure for cash received for Goods and Services (£12,055).  

Miss Taylor confirmed that the revised figure was £17,427.  She further drew attention to the Statement of Internal Control which had been added to the Statement of Accounts for completeness.

The Director of Corporate Services then reported that Officers were working on a summarised Statement, which would be brought before Members at a future meeting.

The Chairman welcomed that course of action which would be important in assisting Members in their monitoring role.

RESOLVED – (1) That the 2005/06 Statement of Accounts, as amended, be recommended to the City Council for approval (subject to audit).

(2) That the Committee welcomed the submission of a summarised version of the Statement of Accounts to a future meeting.







