	PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.


	REPORT OF THE DIRECTOR OF CORPORATE SERVICES

	TO THE QUALITY AND PERFORMANCE SCRUTINY COMMITTEE

ON

26TH MARCH 2001

	SUBJECT:     FINAL ACCOUNTS AUDIT MEMORANDUM 1999/2000



	RECOMMENDATIONS:

It is recommended that members:

(i)
Consider any action required as a consequence of the report and

(ii)
Instruct all members and Chief Officers who receive an appropriate related party transaction form to return them in accordance with the deadline set.



	EXECUTIVE SUMMARY:

This report deals with the Final Accounts District Audit memorandum covering the accounts for the 1999/2000 financial year together with the City Council’s formal responses.



	BACKGROUND DOCUMENTS:     

Statement of Accounts 1999/2000.

Report of the District Auditor on the Final Accounts 1999/2000.



	CONTACT OFFICER:    Colin Kay - telephone number 793 3245.



	WARD(S) WHICH REPORT RELATES:   Non specifically.



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



	DETAILS: Continued overleaf




1.
INTRODUCTION
1.1
This report relates to the final accounts audit memorandum covering the accounts for the 1999/2000 financial year.

2.
BACKGROUND
2.1
The published information contained within the statutory statement of accounts forms the basis of the annual audit of the final accounts.  The Accounts and Audit Regulations issued by the Secretary of State together with the Code of Practice on Local Authority Accounting which is published by CIPFA under the auspices of the Accounting Standards Board defines the format which the statement should take.

2.2
The Accounts and Audit Regulations cover the statutory framework for the preparation and formal publication of financial records and they extend to define the rights of local electors to inspect and question the authority’s accounts.  The regulations are also meant to encourage audited bodies to produce good quality accounts within the prescribed timescales and to promote the concept of corporate governance.

2.3
The Code of Practice which was introduced in 1987, deals with all aspects of local authority accounting and it is accompanied by a prescriptive set of guidance notes which provide greater detail than the information contained within the Code.  The Code and guidance notes describe both the form the statement of accounts should take and the information, which should be included.  Both documents are updated at regular intervals.

2.4
It is important to point out that separate legislation and regulations apply to the Housing Revenue Account which has its own Code of Practice which must be followed.  Furthermore, there are extensive guidance notes dealing with capital accounting which supplement the requirements contained within the main accounting code of practice.

2.5
These days the statement of accounts is the focal point of the District Auditor’s statutory audit work and the audit memorandum contains his formal view of the accuracy, content and quality of the information contained in the document.

3.
COMMENT
3.1
The appendix to this report reproduces the full text of the District Auditor’s memorandum and it contains a copy of the formal responses.

3.2
Some of the matters are extremely technical and although the appendix does not seek to explain the details any observations or queries from members will be welcomed.

3.3
The Accounts and Audit Regulations require the statutory statement of accounts to be prepared and presented to a Committee of the City Council prior to the 30th September each year.  For 1999/2000 the statement of accounts was approved by members on the 3rd October 2000.

3.4
Although the original target set for the completion of the 1999/2000 statement of the 31st August 2000 was not met, the closure timescale has been reduced considerably from earlier years and the medium term aim is to reduce the closure period whilst retaining the current high level of quality.

For 2000/2001 a target date of the 31st August 2001 has been set for the completion of the statement.  Although the date set is the same as last year it is anticipated that the facilities of the new accounting system will assist in an earlier closure of the accounts in future years.

3.5
The District Auditor in his memorandum has commented that, once again, the City Council produced a high quality statement of accounts.  The supporting working papers were also of a good standard although in some areas they were incomplete at the start of the audit due to the additional work pressures facing staff.  This reflects well on the efforts of the accountancy division and the supporting staff in other directorates and it confirms the benefits of a well managed close down process underpinned by a high standard of working papers.

3.6
Members will note that the length of the memorandum and the number of queries raised has reduced and in fact the number of issues raised is the lowest since the current style of statement and method of audit reporting were introduced in 1986/87.

Having said that, the number of queries is not a conclusive test of the quality of the accounts but as the audit is carried out by an independent organisation it does provide an indication of the accuracy and quality.  This year comments have again been repeated on the troublesome areas of internal debtors/creditors and the proving of certain accounts on the balance sheet but in the main no issues, apart from the problem with the VAT account and the difficulties with the bank reconciliation, create any cause for concern.

The issues of VAT and bank reconciliation were also identified in the 1999/2000 systems audit memorandum and the comments in the final accounts memorandum are effectively a re-statement of the same issues.

This should be viewed alongside the scale of the exercise and the complexity of the rules and regulations governing local authority accounting which mean inevitably there will be differences in the interpretation of the practices to be applied and how individual items are treated.  Any difference in either treatment or principle do not deter in any way from the general level of quality of the accounts.

3.7
It is satisfying to point out that there has been a consistent improvement in quality in final accounts work over the years whilst at the same time there has been a marked reduction in the amount of time which is taken in completing the process.

4.
RECOMMENDATIONS
It is recommended that members:

(i)
Consider any action required as a consequence of the report and

(ii)
Instruct all members and Chief Officers who receive an appropriate related party transaction form to return them in accordance with the deadline set.


A.  WESTWOOD


Director of Corporate Services
CK143/JF

