Agenda Item No. 8

Title: Annual Governance Report and Statement of
Accounts 2006/2007

Lead Member: Cllr H Osborn - Chair of Audit Committee
Reporting Officer: lan Jamieson - Head of Finance
Purpose

To consider the Audit Commission Annual Governance report 2006/2007 and
note the changes to the Statement of Accounts 2006/2007 following audit.

Background

This report covers the Auditors work required to form an opinion on the
Authority's financial statements and whether the Authority has made proper
arrangements for securing economy, efficiency and effectiveness in its use of
resources.

Key Issues

Financial Statements
Work on the financial statements is substantially complete and an unqualified
audit opinion is proposed.

Unadjusted misstatements - there are no unadjusted misstatements to bring
to the attention of members.

Adjustments to the financial statements -there are two misstatements that
have been corrected by management, recorded in Appendix 6 of the report.

Qualitative aspects of accounting practices and financial reporting - there are
two observations (see recommendations 1 and 2 below), recorded in
Appendix 1 of the report.

Recommendation 1

This Council's Valuer omitted to re-value assets appearing in the accounts
with a book value of £525,000. The Valuer has been requested to review
these assets and any change will be reported and adjusted in the 2007/08
financial statements.

Recommendation 2

The detailed audit trail of local tax accounts should be retained for 2007/08.
Detailed system prints will be requested at the year end and closedown
systems will be strengthened to ensure that this information is produced.
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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.
This report is to inform those charged with governance of our work, in this case
the 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;

4
ort and our recommendations for
plan summarised in Appendix1; and
ation letter on behalf of the Authority and those charged
5 performed in line with the plan that we presented to
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Key messages

6 Our work on the financial statements is substantially complete, although our audit
testing on 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 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 been prepared in
accordance with proper practice specified by CIPFA and is consi
findings from our audit.

effectiveness in its use of resources is substantiall
issuing an unqualified conclusion on the use of ¢
(a draft report is attached at Appendix 4).

ources on 28 September 2007
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Audit status

9 At the date of issue of this report our detailed audit is substantially complete. We
still require a signed letter of management representation after the Audit
Committee has considered it, an amended set of accounts and seek the views of
the Audit Committee after considering this report.

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.

West Wiltshire District Council
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Accounts and Statement on Internal
Control

Our work on the financial statements is substantially complete. Our work on the
Whole of Government Accounts consolidation pack is scheduled for September
2007.

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 faippresentation 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

Authority’s accounting practices and financial reporting and have set out below
our observations on key issues affecting the Authority.

e Accounting regulations require land and buildings to be re-valued every five
years. The Council re-valued its assets at 31 March 2007. The Council's
Valuer omitted to re-value assets with a book value of £525,000, although
these assets are in the accounts.
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e A detailed audit trail identifying individual account balances making up the
council tax debtor and creditor (prepayment) totals and creditor balances
(prepayments) for NNDR was not available. The system required these
reports to be run at the year end but this was not done as part of closing
procedures. We obtained audit assurance from controls testing and other
substantive testing.

We have made recommendations in respect of these issues which are recorded
in Appendix 1.

Systems of internal control

As part of our audit, we consider the systems of acco ng and financial control

accounted for in the correct financial year, tr 0.accrue

outstanding invoices over £100. Fron hree were

exist in internal control or of all i 8 i ay be made, but have
addressed only those matters whi
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Use of resources

Work performed

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.

arrangements to secure econon
resources for the year ending 3

Best value performance plan

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.

West Wiltshire District Council
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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 53,338 53,338
Internal Control
Use of Resources 20134 / < 29,134

Total Audit Fees 82,472/ "\ \_ 82,472
Grants certification work /2/1( §b0 \\\A@rk on-going
Other work / /rﬁ R M\

N

The analysis above shows that our audit feeha
you have already agreed.

een contained within the totals

The outturn on inspection fees
letter.
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Appendix 1 — Action plan 2

Page Recommendation Priority Responsibility <§g{§e\{ omments Anticipated
_ Implementation
1=Low
Date
2 = Medium
3 = High />
7 The Council assets which 1

were not revalued in the

recent exercise should be
revalued during the current
financial year.

8 A detailed audit trail of local 1
tax accounts should be
retained for the 2007/8
accounts.

8 Closedown arrangements

should be reviewed to
ensure cut off proced
for invoices are rob t/
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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.
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Appendix 3 — Audit reports issued

Planned output Planned date  Actual date of = Addressee

of issue issue
Audit plan March 2006 March 2006 Chief Executive
Opinion audit plan July 2007 July 2007 Hgaq of Finance
Annual governance = September September ~Audit Committee
report 2007 2007 2l

Opinion on financial = September Septembe</ ommittee
statements 2007 2007

Use of resources September te ber Audit C ittee
conclusion 2007

Final accounts October 2007 p mb r Head of Finance
memorandum

BVPP report Decem% Noverﬁsx\ Head of Finance
2006

Data quality report Novembe x v mb NI Policy and

Communications
Services
Manager
Use of Resoutce Iizoo\yarch 2007 Chief Executive
2006

Annu audi ter\ iQarch 2008 March 2008 Audit Committee
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Appendix 4 — Proposed auditor’s report
to West Wiltshire District Council

Opinion on the financial statements

| have audited the financial statements of West 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

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.

West 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

West 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, West Wiltshire District Council made proper
arrangements to secure economy, efficiency and effectiveness in its use of
resources for the year ending 31 March 2007.
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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 30 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:
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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
West Wiltshire District Council
Audit for the year ended 31 March 200

| confirm to the best of my knowled [ made appropriate
ire Distri il, the following

preparing the fi present fairly and for making accurate
representation

at may materially alter the carrying value
and liabilities reflected in the financial statements. | am

ords have been made available to you for the purpose of

e transactions undertaken by the Council have been properly
orded in the accounting records. All other records and related
information, including minutes of all Members meetings, have been made
available to you.

Related party transactions

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

West Wiltshire District Council
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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

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 issue her than those

already disclosed in the financial statements;

practice, likely to have a significant effect\Q
Council.

compliance

Assets

e 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.

West Wiltshire District Council
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Post balance sheet events

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 West Wiltshire District Council

lan Jamieson

Head of Finance

27 September 20

West Wiltshire District Council



Annual Governance Report | Appendix 6 — Summary of adjusted misstatements 21

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.

N\
/Income and enditure Balance Sheet
/ Acmﬂnt
Adjusted misstatements Nature of Adjustment \\ /D‘r/ 00s Cr £OOOS Dr £000s Cr £000s
The valuations reported in the = Reduce the valuation of fixed assetsb;< 0 600 790 790
balance sheet for sports the amount to which it was ble
facilities took account of counted.
refurbishment work done in
partnership with DC leisure. >

The cost of these

refurbishments was also held

in the balance sheet as a

separate line. Therefore the

amount was double counted. S
Collection Fund Income | Balance Sheet
and Expenditure

/\ account
Incorrect treatment of sma \ Reduction to NNDR ificome in the 802 802
business rate relief ollection fund jand a corresponding
re
\pe@

uction to’'the payment to the NNDR
|

NS
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Appendix 7 — Value for money conclusion

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

ciency and effectiveness in its use of
resources.

3 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 e N/A N/A Adequate
implementing its strategic and opeyﬁéh\ai\ijectiv S\

2 The body has put in place chanrels’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 identi i i against strategic objectives,
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. = KLoOEs

5 The body has put in place r\ré ements to maintain a sound system of 4.2 Adequate

internal control.

West Wiltshire District Council
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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 valyié< 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 deliver its
strategic priorities.

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

matches its available resources.

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

The body has put in place arrangements for th ement of %&é;et 2.3
base.

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

ensure probity and propriety in th /onés@ f its busingss.

W

Adequate

Adequate

Adequate

Adequate

Adequate

Adequate

Adequate

West Wiltshire District Council



Recommendation 3

Closedown arrangements should be reviewed to ensure cut off procedures for
invoices are robust. The system will be reviewed and further guidance issued
to strengthen this part of the closedown process.

Statement on Internal Control (SIC)

The statement has been prepared in accordance with proper practice
specified by CIPFA and is consistent with findings from the audit.

Use of Resources

Work on arrangements to secure economy, efficiency and effectiveness in the
use of resources is substantially complete and an unqualified conclusion is
proposed.

Effect on strategies and codes

These are contained in the report.

Risk Management implications

These are contained in the report.

Financial and performance implications

These are contained in the report.

Legal and human rights implications

There are no direct legal or human rights implications.

Next steps

The audit committee considers the report and notes the adjusted financial
statements.

The letter of representation is signed by the Head of Finance on behalf of the
Authority.

The Financial Statements are published and forwarded to all Members and
posted to the Council's website.

Recommendations

That the audited Statement of Accounts for the financial year ended 31 March
2007 is noted.

That the Annual Governance report 2006/2007 is noted.

Background Papers: Final Accounts Working Papers — Room 33

West Wiltshire District Council/Audit Committee/27 September 2007



West Wiltshire District Council/Audit Committee/27 September 2007



