PART 1

(OPEN TO THE PUBLIC)
ITEM NO.

REPORT OF THE DIRECTOR OF CORPORATE SERVICES

TO THE QUALITY AND PERFORMANCE SCRUTINY COMMITTEE 

ON THE 25TH MARCH 2002

TITLE : INTERIM FINAL ACCOUNTS AUDIT MEMORANDUM 2000/2001

RECOMMENDATIONS:

It is recommended :-

i) that members note the report and

ii) consider any action required as a consequence of the report.

EXECUTIVE SUMMARY :

The District Auditor carried out interim audit work, which contributed to the assessment of two areas of audit responsibilities namely the core processes supporting the annual accounts and the financial aspects of corporate governance.

BACKGROUND DOCUMENTS:

(Available for public inspection)

District Audit Interim Final Accounts Audit Memorandum 2000/2001

CONTACT OFFICER : Colin Kay                        Tel. No. 793 3245

WARD(S) TO WHICH REPORT RELATE(S) : None specifically

KEY COUNCIL POLICIES: Planning the overall direction for the City.

REPORT DETAIL

1. INTRODUCTION                                                                                                                                                                                 

1.1   This report deals with the interim opinion audit work carried out by the District  

        Auditor prior to the Final Accounts Audit for 2000/2001.

2.     BACKGROUND

2.1 In order to fulfil the duties as set out in the Code of  Audit Practice the Audit Plan for 2000/2001 included for interim audit work to be carried out to cover the following areas of responsibilities:-

· consideration of  the core processes which form the basis for the preparation of the City Council’s statement of accounts 

· financial aspects of corporate governance

       The work of the District Auditor has been carried out in conjunction with that of  

       Internal Audit to avoid duplication of audit resources.   

2.2 The District Auditor’s responsibility is to give an audit opinion on the the City Council’s annual financial statements by examining the core processes which are:-

· the main accounting system

· budgetary control

· accounts closedown procedures

District Audit also gives an assessment of the arrangements in place for the financial aspects of corporate governance which cover:-

·     the financial standing of the Authority

·     the legality of  transactions that might have significant financial

                       consequences 

·     systems of internal financial control

·     standards of financial conduct and the prevention and detection of fraud 

                       and corruption.        

3.     COMMENTS

3.1 This is the first interim audit carried out where a report has been prepared and it coincides with the implementation of a new accounting system. As has been the practice previously, the District Auditor’s action plan has been reproduced in full in the attached appendix and the City Council’s formal response to all of the items raised follows each of the issues, effects and recommendations made.

4. SUMMARY

4.1 The District Auditor’s main conclusions are summarised as follows:-

CORE PROCESSES

Main Accounting System

       The additional demands of introducing a new accounting system, together with a 

lack of familiarity with its operation, meant that some of the key controls that should have operated regularly throughout the year lapsed. The bank account and payroll accounts, for example, have only been reconciled fully as a year end exercise.

At the time of the audit, it was difficult to ascertain whether or not the necessary checks over input from the subsidiary systems to the main accounting system were operating satisfactorily.

Budgetary processes 

In the past the budgetary control arrangements have successfully highlighted significant overspends at an early stage in the year. Furthermore, in response to the current financial difficulties, the Authority has placed greater emphasis on budget monitoring by setting up a sub-committee of the Cabinet to monitor the City Council’s finances on a monthly basis. This type of budgetary control can be relied upon for opinion purposes.

A review of four of the hardest to control (demand led / externally influenced) budgets found that improvements could be made in both the budget setting and monitoring arrangements.

Final accounts closedown procedures 

In previous years the City Council has managed its closedown successfully, however due to the implementation of the new financial system there has been some slippage in the timetable and the Authority will need to monitor the process closely to ensure that the targets are met.  

FINANCIAL ASPECTS OF CORPORATE GOVERNANCE  

Financial Standing

The Authority is in a difficult financial position and needs to continue with its current efforts to contain expenditure within the resources available and to build up its reserves. A separate report on financial standing has been issued.

Legality

The Authority has arrangements in place to monitor the legality of its transactions. There are plans to strengthen the Legal Services Division so that these arrangements can be carried out in a more structured manner.

Internal financial control 

Internal Audit is currently carrying out detailed reviews of the new financial systems and will report its findings in the near future. Initial indications are that some controls could be strengthened. It is important that the Authority addresses any weaknesses that may be identified by these Internal Audit reviews.

The Authority has experienced problems with VAT in the past and may wish to consider commissioning a health check of its tax affairs to ensure that these problems are not repeated.

Conduct, fraud and corruption

No significant weaknesses in the Authority’s overall arrangements for the prevention and detection of fraud and corruption were identified.

   5.   RECOMMENDATIONS
   5.1 It is recommended :-

          i)    that members note the report and

         ii)    consider any action required as a consequence of the report.     

                        A.WESTWOOD                                                            J.SPINK

              Director of Corporate Services                                      Head of Finance

