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Status of our reports

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit
Commission explains the respective responsibilities of auditors and of the audited body.
Reports prepared by appointed auditors are addressed to non-executive directors/
members or officers. They are prepared for the sole use of the audited body. Auditors
accept no responsibility to:

¢ any director/member or officer in their individual capacity; or

e any third party.




This report summarises the findings from our 2008/09 audit. It includes messages
arising from the audit of your financial statements and the results of the work | have
undertaken to assess your arrangements to secure value for money in your use of
resources.

| gave an unqualified opinion on the Council's 2008/09 financial statements on
30 September 2009.

The draft financial statements presented for audit contained a number of significant
and material errors which the Council amended. The Council is designing and
implementing quality assurance processes that will prevent and detect these errors
before the 2009/10 draft financial statements are approved by members and submitted
for audit.

Additional audit work required to give the unqualified opinion has resulted in me
charging the Council an extra £2,000.

| gave an unqualified opinion on the Council's value for money arrangements in
2008/09.

The Council's overall use of resources score for 2008/09 is level 2, meeting minimum
standards and representing an adequate performance.

Within this score there are elements of stronger performance in some areas, in
particular the Council's provision of value for money services, its risk management
arrangements and elements of its commissioning of services.

The Council has embarked on a challenging programme to deliver £15m efficiency
savings over a three year period. The successful delivery of this programme should
have a positive impact on the Council's future use of resources.



Key messages

Table 1 Audit fees
Actual Proposed Variance
Financial statements and annual 134,701 132,701 2,000
governance statement
Value for money 108,354 108,354 0
Total audit fees 243,055 241,055 2,000
Non-audit work 0 0 0
Total 243,055 241,055 2,000
Actions

8 Recommendations are shown within the body of this report and have been agreed with
officers.

Independence

9 The audit has been carried out in accordance with the Audit Commission’s policies on
integrity, objectivity and independence.

City of York Council | 4



Financial statements and annual governance statement

Financial statements and annual
governance statement

The Council's financial statements and annual governance statement are an
important means by which it accounts for its stewardship of public funds.

Audit opinion

10 | gave an unqualified opinion on the Council's 2008/09 financial statements on
30 September 2009.

Significant issues arising from the audit

11 My audit of the 2008/09 financial statements identified a number of errors, and some
were material.

12 A significant proportion of the errors related to the tangible fixed assets balance and
the related capital accounting entries. In particular we identified a number of duplicate
entries in the 'assets under construction' category of the balance sheet. In total the
tangible fixed assets balance was reduced by £25.5m from the balance in the draft
financial statements as a result of my audit.

13 The asset register has an important role in helping the Council manage and account
for its tangible fixed assets. While the Council has improved the usefulness and quality
of its asset register from 2007/08, further work is needed to ensure that it is fully
effective. The Council is reviewing the register to ensure that it contains all, and only,
the fixed assets that it needs to account for in 2009/10.

14 Other material errors included £15.3m of expenditure and £2.6m of income being
mis-classified in the Income & Expenditure Account, and £19.5m mis-classified as a
deferred asset and a deferred liability in the balance sheet, as a result of a change in
the financial reporting requirements. In addition there were several smaller value
errors.

15 Officers are establishing the reasons why these errors occurred, and are committed to
implementing a thorough robust quality assurance process, to identify and correct the
errors before the financial statements are approved in June 2010.

Recommendation

R1 Implement a thorough and robust quality assurance process that is designed to
identify material errors in the financial statements before they are approved in
June 2010.
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Whilst my audit identified a greater number of errors than the previous year's audit, the
Council had improved its project planning and project management for producing the
2008/09 financial statements. The financial statements were produced slightly earlier
than in 2007/08, and the supporting working papers were generally produced to the
required standard. | will continue to work with officers to enable them to deliver further
improvements in 2009/10.

Other than the comments above relating to the quality assurance processes in the
closedown of the accounts, | did not identify any significant weaknesses in your
internal control arrangements.

The Council made a number of amendments to the presentation of the financial
statements before we gave our opinion. These amendments improved the quality of
the financial statements.

There are some outstanding matters that officers intend to resolve in the 2009/10
financial statements, and | will work closely with officers to continuously improve the
quality of the financial statements. These matters were fully reported in my 2008/09
Annual Governance Reports issued in September 2009.



Value for money and use of resources

Value for money and use of
resources

| considered how well the Council is managing and using its resources to deliver
value for money and better and sustainable outcomes for local people, and gave a
scored use of resources judgement.

| also assessed whether the Council put in place adequate corporate arrangements
for securing economy, efficiency and effectiveness in its use of resources. This is
known as the value for money (VFM) conclusion.

Use of resources judgements

20

21

22

In forming my scored use of resources judgements, | have used the methodology set
out in the use of resources framework. Judgements have been made for each key line
of enquiry (KLOE) using the Audit Commission’s current four point scale from 1 to 4,
with 4 being the highest. Level 1 represents a failure to meet the minimum
requirements at level 2.

| have also taken into account, where appropriate, findings from previous use of
resources assessments (updating these for any changes or improvements) and any
other relevant audit work. However, the 2008/09 assessment is very different from
previous assessments. Judgements are now much more strategic and less detailed,
with a focus on outcomes rather than processes. The standard required to achieve a
level two assessment has been raised and is now much more demanding.

The Council's use of resources theme scores are shown in Table 2 below. The key
findings and conclusions for the three themes, and the underlying KLOE, are
summarised in Appendix 1.

Table 2 Use of resources theme scores
Use of resources theme Scored judgement
Managing finances 2
Governing the business 2
Managing resources 2
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The Audit Commission’s overall score for the Council’s use of resources is level 2
(performing adequately). This takes into account

the Audit Commission’s scoring criteria in the new Use of Resources approach this
year; and

the Council’s planned and actual progress, and the positive impact this should
have on the Council’'s arrangements.

The Council has embarked on a three year efficiency programme to realise £15m of
savings and improve service delivery. While it is too early to assess the impact of this
programme on the outcomes delivered by the Councll, it is clear that the successful
delivery of the programme is critical for the Council to achieve its priorities with the
strict financial climate facing all public service bodies.

The Council has an established and well understood financial planning and monitoring
system. The design of the system is geared towards identifying and monitoring
efficiencies and savings in a detailed and methodical way on a service by service level,
rather than focusing on more corporate wide and cross directorate efficiencies.

The Council has recognised the difficulties in continuing with this approach and taken
positive action by employing an efficiency partner to look for savings across the
Council, as well as reviewing and revising the existing financial planning and
monitoring arrangements.

The Council has developed a strategic approach to asset management, which has had
some positive impact, but is not consistently applied across the organisation. The
approach is centred around a corporate Asset Management Plan (AMP) and a
corporate Asset Management Group charged with the task of implementing the AMP.
The group relies on influence rather than direct control of asset management across
the Council, and structures are not in place across the Council to ensure the principles
of good asset management are applied consistently. Implementation plans for asset
management are not consistently robust. Corporate and service AMPs are not
under-pinned by robust implementation plans although the existing area-based AMPs
have action plans which are clearly focused on local needs and priorities.

The delivery of the Council's ambitions for asset management is constrained by limited
financial resources and a lack of a full understanding of how assets contribute to the
achievement of corporate priorities. This makes it difficult to ensure that financial
resources are consistently prioritised to maximise their impact, although there are
examples of how social and environmental outcomes have been improved.

The Council does not have systems in place to effectively demonstrate value for
money in asset management. Steps are being taken to address the gaps in information
regarding the Council's asset portfolio through the development of a new asset
database.



Performance indicators are not routinely used to monitor progress against the
corporate AMP. Annual benchmarking is carried out against a set of national asset
management indicators, but there is no framework of local indicators and targets to
monitor progress against the objectives and priorities contained in the corporate AMP.

The Council is not addressing the growing level of backlog maintenance. There is a
repair and maintenance strategy which is managed by the corporate landlord, and
aims to ensure the effective use of the Council's resources. It sets a number of
objectives designed to ensure that all the Council's assets are fit for purpose by 2017.
However, as repair and maintenance budgets are largely devolved to services, it is
difficult to ensure that they are consistently prioritised in line with the corporate Asset
Management Plan.

There are examples of how the Council is improving services through improvements to
its asset base. However, there is no consistent approach to challenge whether assets
are required, fit for purpose, and provide value for money in meeting current and future
needs.

The Council has an established policy to work with community groups which is
delivering community benefits. There are examples of assets being transferred to
community groups which have had a positive impact and others are being considered,
particularly in relation to those areas covered by an area Asset Management Plan. The
Council is also developing its approach to working with partners to improve the
effectiveness of the asset base. There are examples of shared use of buildings, but the
Council recognises the need to adopt a more strategic approach.

Produce and implement action plans arising from the use of resources
assessments and value for money work.

| assessed your arrangements to secure economy, efficiency and effectiveness in your
use of resources against criteria specified by the Audit Commission. From 2008/09, the
Audit Commission will specify each year, which of the use of resources KLOE are the
relevant criteria for the VFM conclusion at each type of audited body. My conclusions
on each of the areas are set out in Appendix 1.

| issued an unqualified conclusion stating that the Council had adequate arrangements
to secure economy, efficiency and effectiveness in its use of resources.



Closing remarks

Closing remarks

36 | have agreed this letter with the Chief Executive and the Director of Finance. | will
present this letter at the Audit & Governance Committee in December 2009 and it will

be made available to all members.

37 Further detailed findings, conclusions and recommendations in the areas covered by
our audit are included in the reports issued to the Council during the year.

Table 3 Reports issued in 2008/09

Report Date issued
Audit & Inspection Plan April 2008
Financial Planning & Monitoring Arrangements March 2009
Data Quality Arrangements April 2009
Supplementary Opinion Plan April 2009

Use of Resources Report September 2009
Annual Governance Report September 2009
Supplementary Governance Report September 2009
Asset Management Report November 2009

38 The Council has taken a positive and constructive approach to our audit. | wish to
thank officers for their support and co-operation during the audit.

Steve Nicklin
District Auditor
November 2009
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The Audit Commission

The Audit Commission is an independent watchdog, driving economy, efficiency and
effectiveness in local public services to deliver better outcomes for everyone.

Our work across local government, health, housing, community safety and fire and
rescue services means that we have a unique perspective. We promote value for
money for taxpayers, auditing the £200 billion spent by 11,000 local public bodies.

As a force for improvement, we work in partnership to assess local public services
and make practical recommendations for promoting a better quality of life for local
people.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille,
on tape, or in a language other than English, please call 0844 798 7070.

© Audit Commission 2009
For further information on the work of the Commission please contact:
Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ

Tel: 0844 798 1212 Fax: 0844 798 2945 Textphone (minicom): 0844 798 2946
www.audit-commission.gov.uk




