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Purpose of this document

1 In accordance with the Audit Commission’s Code of Audit Practice (the Code),
this report provides a summary of the work we have carried out during our
2006/07 audit of accounts, the conclusions we have reached and the
recommendations we have made to discharge our statutory audit responsibilities
to those charged with governance (in this case the Final Accounts and Audit
Committee) at the time they are considering the financial statements.

2 In preparing our report, the Code requires us to comply with the requirements of
International Standards on Auditing (United Kingdom & Irefand) — ISA (UK&lI) -
260 ‘Communication of Audit Matters to Those Charge Governance’, by

[ atements. Other

9

circumstances including:

e where we suspect or detect fraud;

inspection plan. We have issued separate reports during the year having
completed specific aspects of our programme, which are listed in Appendix 3.

North Wiltshire District Council
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Key messages

6 Our work on the financial statements is substantially complete, although there are
still outstanding issues to be resolved. In particular, our work on the Council's
investments and fixed assets has yet to be concluded. Should any further
matters arise in concluding the outstanding work that need to be reported, we will
raise them with Chair of the Final Accounts and Audit Committee. We propose
issuing an unqualified audit opinion on 28 September 2007 (a draft report is
attached at Appendix 4).

7 In our view, the Statement on Internal Control (SIC) has beenprepared in
accordance with proper practice specified by CIPFA and isot inconsistent with
the findings from our audit.

8 Our work on the Authority’s arrangements to secure €conomy, efficiency and
effectiveness in its use of resources is now complete. We propose issuing a
ungualified conclusion on the use of resourcesOn 28 September 2007\(a draft
report is attached at Appendix 4).

North Wiltshire District Council
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Audit status

9 At the date of issue of this report our detailed audit is substantially complete,
although we need to complete our testing on fixed assets and investments.

10 The Authority has taken a positive and constructive approach to our audit and we
would like to take this opportunity to express our appreciation for the Authority’s
assistance and co-operation.

North Wiltshire District Council
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Accounts and Statement on Internal
Control

Our work on the financial statements is substantially complete although there are
still outstanding issues to be resolved. In particular, our work on fixed assets and
investments has yet to be concluded.

Auditors are required to obtain written confirmation of certain representations
from management and those charged with governance before~an audit report is
issued, such as acknowledgement of responsibility for the fairpresentation of the
financial statements in accordance with the applicable fi ial reporting
framework and responsibility for the design and imple ign of internal control
to prevent and detect error.

The auditor should also obtain written represen

Accounting practices

We are also required to report to you our view on the qualitative aspects of the
Authority’s accounting practices and financial reporting and have set out below
our observations on key issues affecting the Authority.

North Wiltshire District Council
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e The cash flow statement includes information on revenue activities and
capital activities. The entries in the cash flow are actually prepared on an
accruals basis. An adjustment was made on one line of the cash flow to
reflect the movement on debtors and creditors, although the un-audited cash
flow differed from the movement in cash by £1.5m. This practice does not
comply with the normal convention for preparing a cash flow statement.

e The Council has established an equalisation fund to smooth the effect of the
future reduction in PFI grant (included in RSG) to cover the future cost of the
PFI. The amount needed to be placed in this equalisation fund was
determined using a model which projected future relevant cash flows. The
amount in the equalisation fund is £270,000 less thantheamount
recommended by the model.

We have made recommendations in relation to thes nich are included in

appendix one.

Systems of internal contrd

As part of our audit, we consider the system ounting and financial control
and set out below two issues identified.

our view, borrowing should be based on
dvance of the borrowing need for the
ing two years. The Council needs to

ms to the prudential code.

pleting reconciliations of feeder systems to the main
d reconciliations of the bank accounts during the year.

addressed on ose matters which have come to our attention as a result of the
audit procedures we have performed. We have made recommendations in
relation to these issues which are included in appendix one.

We have also reviewed whether the SIC has been prepared in accordance with
proper practice specified by CIPFA and is consistent with the findings from our
audit. There are no matters arising.

North Wiltshire District Council
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Use of resources

Work performed

21 The Code requires us to reach a conclusion on whether we are satisfied that the
Council has proper arrangements in place for securing economy, efficiency and
effectiveness in its use of resources — the value for money conclusion. In
meeting this responsibility, we review evidence that is relevant to the Council’s
corporate performance management and financial management arrangements
across a range of criteria specified by the Audit Commissiop. Our work to support
our conclusion comprised the following elements:

e use of resources assessment;
e data quality work; and
e the best value performance plan.

22 Details of our conclusion for each of the
Commission are set out in Appendix 7.

it Commission's requwements by further
2007. We are currently finalising our

Our work in respect of the Authority’s 2006/07 Best Value Performance Plan
(BVPP) was reported to the Council in November 2006. No recommendations
were made to the Audit Commission or the Secretary of State.

North Wiltshire District Council



26

27

28

10 Annual Governance Report | Audit fee update

Audit fee update

We reported our fee proposals as part of the Audit Plan for 2006/07. The table
below reports the outturn fee against that plan:

Plan 2006/07 Actual
2006/07
Financial statements and Statement on 63,177 63,177
Internal Control
Use of Resources 34048 /34,048
Total Audit Fees 97 22(% NN 97,225
Grants certification work , \ \n-gomg
Other work //ry'l/ \\QN
A%
The analysis above shows that our audit f een contained within the totals

you have already agreed.

The outturn on inspection fees
letter.

North Wiltshire District Council
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Appendix 1 — Action plan
74
F
@
%

Page Recommendation Priority Responsibility < omments Anticipated
1=Low Implementation
Date

2 = Medium

3 = High
ig )

8 The cash flow statementbe 1 N
prepared on a cash basis.

8 Review the PFI equalisation @ 3
fund.

8 Reconciliation of the bank
accounts and feeder
systems should be done
during the year.

North Wiltshire District Council
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Appendix 2 — The Audit Commission’s
requirements in respect of independence
and objectivity

1 We are required to communicate the following matters to those charged with
governance:

e the principal threats, if any, to objectivity and independenc
auditor, including consideration of all relationships bet
directors and the auditor;

identified by the
n the Authority,

e any safeguards adopted and the reasons why the onsidered to be

effective;
e any independent partner review;
e the overall assessment of threats and ¢

¢ information about the general policie
objectivity and independence.

2 We are not aware of any relationshi affect the independence and
objectivity of the audit team and whi hbe disclosed under auditing
and ethical standards.

North Wiltshire District Council
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Appendix 3 — Audit reports issued

Planned output Planned date of = Actual date of = Addressee
issue issue
Audit plan March 2006 March 2006 Chief
Executlve
Opinion audit plan July 2007 July 2007 ectlon 151
Offlcer

Interim audit May 2007 combm@:(h\
memorandum [

/

Annual governance September N Septe Final
report 2007 0 Accounts &

Audit
<\ Committee

Opinion on financial Septembe >Se mtﬁr\) Final
statements 2007 Accounts &

Audit

Committee

Use of resource p ember September Final

conclusion 2007 Accounts &
Audit

Committee
aI ccounts O ober 2007 September Section 151

orandum 2007 Officer

eport September September Deputy Chief

2006 2007 Executive

Data qu September September Performance

2006 2007 Management
officer

Customer Focus January 2007 May 2007 Deputy Chief

Follow up Executive

Use of Resources March 2007 March 2007 Chief

report Executive

Annual audit letter March 2008 - Council

North Wiltshire District Council
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Appendix 4 — Proposed auditor’s report
to North Wiltshire District Council

Opinion on the financial statements

| have audited the financial statements of North Wiltshire District Council for the
year ended 31 March 2007 under the Audit Commission Act 1998, which
Account,
Statement of the Movement on the General Fund Balanhce, the Balance Sheet,
the Statement of Total Recognised Gains and Lossés, t Flow Statement,
the Collection Fund and the related notes. Thesefine ents have been

This report is made solely to North Wiltshiré District Council in accordance with

paragraph 36 of the Statement of Respon
Bodies prepared by the Audit Commission.

meeting the requirements of the Accounts and Audit Regulations 2003’ issued in
April 2004. | report if it does not comply with proper practices specified by CIPFA
or if the statement is misleading or inconsistent with other information | am aware
of from my audit of the financial statements. | am not required to consider, nor
have | considered, whether the statement on internal control covers all risks and
controls. | am also not required to form an opinion on the effectiveness of the
Authority’s corporate governance procedures or its risk and control procedures.

0

North Wiltshire District Council
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Basis of audit opinion

| conducted my audit in accordance with the Audit Commission Act 1998, the
Code of Audit Practice issued by the Audit Commission and International
Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgments made by the Authority in
the preparation of the financial statements, and of whether the accounting
policies are appropriate to the Authority’s circumstances, congistently applied and
adequately disclosed.

explanations which | considered necessary in order to provide me with sufficient
evidence to give reasonable assurance that the financi ents are free from
material misstatement, whether caused by fraud ity or error. In
forming my opinion | also evaluated the overa entation of
information in the financial statements.

Opinion

then ended.
District Auditor:
Address:

8 September 2007

North Wiltshire District Council
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Conclusion on arrangements for securing
economy, efficiency and effectiveness in the use
of resources

Authority’s Responsibilities

The authority is responsible for putting in place proper arrangements to secure
economy, efficiency and effectiveness in its use of resources, to ensure proper
stewardship and governance, and to regularly review the adegquacy and

effectiveness of these arrangements.

Under the Local Government Act 1999, the authority i

equired to prepare and

om concluding that the authority has
ot required to consider, nor have I

lieve that the plan has been prepared and published in
atutory reqwrements set out in section 6 of the Local

where relevant, making any recommendations under section 7 of the Local
Government Act 1999.

Conclusion

e | have undertaken my audit in accordance with the Code of Audit Practice and
having regard to the criteria for principal local authorities specified by the
Audit Commission and published in December 2006, | am satisfied that, in all
significant respects, North Wiltshire District Council made proper
arrangements to secure economy, efficiency and effectiveness in its use of
resources for the year ending 31 March 2007.

North Wiltshire District Council
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Best Value Performance Plan

| issued my statutory report on the audit of the authority’s best value performance
plan for the financial year 2006/07 on 31 November 2006. | did not identify any
matters to be reported to the authority and did not make any recommendations
on procedures in relation to the plan.

Certificate

| certify that | have completed the audit of the accounts in g
requirements of the Audit Commission Act 1998 and the €
issued by the Audit Commission.

rdance with the
of Audit Practice

District Auditor: Brian Bethell
Address: Audit Commission

Westward House

Lime Kiln Close
Stoke Gifford

Bristol
BS34 8SR

Date:

North Wiltshire District Council
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Appendix 5 — Management

representation letter
Mr Brian Bethell

The Audit Commission
Westward House
Lime Kiln close

Stoke Gifford

Bristol

Dear Mr Bethell
North Wiltshire District Council
Audit for the year ended 31 March 200

I conflrm to the best of my knowl aving made appropriate

dge and belie

Related partytransactions

| confirm the completeness of the information provided regarding the identification
of related parties.

The identity of, and balances and transactions with, related parties have been
properly recorded and where appropriate, adequately disclosed in the financial
statements

Contingent liabilities

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

e there is no significant pending or threatened litigation, other than those
already disclosed in the financial statements; and,

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

¢ no financial guarantees have been given to third parties.

e The Council is satisfied it has taken suitable action to cove
commitments in respect of any liability arising for pensie
transferred to the leisure trust.

r any financial
of staff who

There are no instances of non-compliance with Iz and.codes of
practice, likely to have a significant effect o of the
Council.

al arrangements that could

0 the event of non-compliance.
of regulatory authorities
ents in the event of non-
compliance

Assets

irregularities’involving management or employees who have significant roles
in the system of internal accounting control;

e irregularities involving other employees that could have a material effect on
the financial statements;

e communications from regulatory agencies concerning non-compliance with,
or deficiencies on, financial reporting practices which could have a material
effect on the financial statements.

Post balance sheet events

North Wiltshire District Council
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Since the date of approval of the financial statements by the Council, no
additional significant post balance sheet events that have occurred which would
require additional adjustment or disclosure in the financial statements.

Compensating arrangements

There are no formal or informal compensating balancing arrangements with any
of our cash and investment accounts. Except as disclosed in the Statement of
Accounts we have no other lines of credit arrangements.

Signed on behalf of North Wiltshire District Council

S McGregor

Section 151 Officer

25 September 200

North Wiltshire District Council
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Appendix 6 — Summary of adjusted misstatements

The following misstatements were identified during the course of our audit and the financial statements have been adjusted by
management. We bring them to your attention to assist you in fulfilling your governance responsibilities.

AN

/Income and enditure Balance Sheet
/ Acmﬂnt

Adjusted misstatements Nature of Adjustment \\ /D‘r/ 00s Cr £000s Dr £000s Cr £000s

When the accounts were Increase debtors and increase generél\V 695 695
prepared the Housing Benefit  fund balance
claim was not finalised, the

accounts were prepared on the
basis of information on the

main accounting system.

Subsequently the un-audited

claim indicates a larger

amount due to the Council.

The Accounts have been

amended to reflect the more

up to date estimate. ///—\\

The accounting SORP \N{f;f}rvices, with a 4,083 4,083
ent in the

requires expenditure on
deferred charges to be
recognised in the net cost of
services in the income and
expenditure account. This was
not originally disclosed.

North Wiltshire District Council
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Income and Expenditure Balance Sheet

Accou nV>

Government grants have not Additional expenditure charged to the 165 165
been amortised to the general = general fund and then reversed out.

fund. This error affects

previous years and was raised >

by audit last year.
Reduce the government grants deferre 1,076 1,076

account and writing off the expendit
to the capital financing account.

A debtor in respect of rent Increase debtors and creditors. y/ 170 170
rebates has been incorrectly
~7

included as a debit within
creditors. Debtors and
creditors are understated.

\V

North Wiltshire District Council
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Appendix 7 — Value for money conclusion

The Audit Commission has published, in accordance with the Code of Audit Practie 2 criteria on which auditors are required to

ciency and effectiveness in its use of
resources.

The Code criteria are linked to the use of resources assessment (Uo OEs). A score of Level 2 or higher

Code Description Associated UoR Score VFM

Criteria \ UoR KLoE Conclusion

1 The body has put in place arrangements for setti QW' n 7 N/A N/A Adequate
implementing its strategic and ope;aﬁé_rﬁi\ijectiv S\

2 The body has put in place channels’of communication with service users N/A N/A Adequate
and other stakeholders including/partners,/ and there are\monitoring

arrangements to ensure that ke ervices are taken into
account.

3 The body has put i nts for monitoring and scrutiny of N/A N/A Adequate
performance, to jdenti i i

standards andtargets, for taking.action necessary, and reporting to

members.

4 The body has put in\place arrang nts to monitor the quality of its LG DQ N/A Adequate
published performance.informatjon,/and to report the results to members. = KLOEs

5 The body has putin plachents to maintain a sound system of 4.2 Adequate
internal control.

North Wiltshire District Council
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10

11

12

The body has put in place arrangements to manage its significant 4 1
business risks.

The body has put in place arrangements to manage and improve valylé< 5.2
money.

The body has put in place a medium-term financial strategy, bud t and\
a capital programme that are soundly based and designed to déliver its
strategic priorities.

The body has put in place arrangements to ensure thatf{end% 3.1 \>

matches its available resources.

The body has put in place arrangements for managing perf rMn 2.2
against budgets. N

The body has put in place arrangements for th ement of it\s%}et 2.3
base.

The body has put in place arrange at are e&,gﬁ toﬁomgte and 4.3

ensure probity and propriety in th pﬁdb@t f its busingss.

W

North Wiltshire District Council
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