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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 Audit & Governance
Committee).

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;

Our work during the year was performed in line with the plan that we presented to
you in April 2006. We have issued separate reports during the year having
completed specific aspects of our programme, which are listed in Appendix 3.

City of York Council
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Key messages

Our work on the financial statements is substantially complete, although there are
some outstanding issues to be resolved. In particular, our work on the fixed
assets and related capital accounting entries, the cash flow statement and the
Council's reserves has yet to be completed. Should any further matters arise in
concluding the outstanding work that need to be reported, we will raise them with
the Director of Resources and the Chair of the Audit & Governance Committee.

ers amend the
we intend to issue
aft report is attached at

Based on the work completed to date, and assuming that offi
accounts for the mis-statements identified later in the repo
an unqualified audit opinion on 28th September 2007 (a
Appendix 4).

In our view, the Statement on Internal Control ( prepared in
accordance with proper practice specified by [ At with the
findings from our audit.

Our work on the Council’s arrangements.to Secure economy, efficiency and
effectiveness in its use of resources is now~comp|e e intend to issue an

4).

City of York Council
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Audit status

10 At the date of issue of this report our detailed audit is substantially complete.
There are a number of issues outstanding, and there are three significant mis-
statements in the accounts. Officers have agreed to make the necessary
amendments to the accounts and for these to be resubmitted for Member
approval.

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

City of York Council
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Accounts and Statement on Internal
Control

Our work on the financial statements is substantially complete, although there is
still some work to be completed and there are some issues to be resolved.

Our work on the fixed assets and related capital accounting entries has yet to be
completed, as has our work on the cash flow statement, and some minor items
on the Income and Expenditure Account.

The most significant matter outstanding relates to the Council's sheltered
accommodation which is valued in the financial statem ents using a formula that

sufficient appropriate
. The final draft of the letter

We are also required to bring to your attention mis-statements that have already
been corrected by management where we consider them relevant to your wider
governance responsibilities. These are recorded in full at Appendix 6 but we
provide an analysis of the most significant items below for your attention.

City of York Council
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8 Annual Governance Report | Accounts and Statement on Internal Control

There is a mis-statement in the 2005-06 comparators in the Statement of Total
Recognised Gains & Losses (STRGL). The STRGL is a new statement in 2006-
07 and officers have had to retrospectively produce comparative figures for 2005-
06. This mis-statement does not affect last year's statement of accounts. The
total value of the mis-statement is £10.4M and this will impact on several of the
2005-06 comparator entries in the Statement. Officers report that they will correct
the accounts, but they are still finalising the accounting entries to achieve this.

The Statement of the Movement on the General Fund Balance contains an entry
which, while being in accordance with the requirements of the CIPFA Statement

~We have not yet completed our
consideration of this proposed amend and this item is therefore not yet fully

resolved.

Cumulatively the justments significantly affect the financial statements so the
Council will need to’amend the accounts‘\and re-approve them.

Recommendéﬁgﬁs\v//:s\/

R1 ,Ayeﬁd\t@ fi@ci@/statements to correct the significant mis-statements.

R2"Resubmit.th ac@ﬁts\for approval.
N

Supporting working papers

Supporting working papers should be produced for all entries in the statement of
accounts, and these should be available for audit at the same time as the
statement of accounts, i.e., 30th June.

City of York Council



25

26

27

28

29

Annual Governance Report | Accounts and Statement on Internal Control 9

The background to this year's closedown of the financial statements is that there
were difficult staffing issues and significant changes to the format of the accounts.
These factors have impacted on the Council's arrangements to produce accurate
supporting papers in a timely manner, but even allowing for these factors, we
have experienced a number of difficulties with supporting working papers this
year.

We began our audit in mid July, and although some working papers were
provided to us at that time, there were a number of key working papers that
weren't available until the end of July or early August, and some that were
received in early September. For example, the bank reconciliation, one of the
fundamental working papers, was not provided to us untilearty August, and the
full breakdown of the Assets Under Construction, balanCe was provided to us in

early September. Similar delays also occurred elsey ecially in relation to
the fixed asset balances and related capital acco d officers had
to carry out additional work to reconcile the wo

Working papers should be referenced to the erenced to

were satisfactorily referenced/cross refere
not routinely done to the required standard.

staff. We have found examples
both between devolved finance sta

idit, and will engage in a dialogue with officers
ction of the accounts to agree the required standards for
d|t|onaIIy, officers should i improve the project plannlng by

to ensure th key deliverables are completed.

Recommendations

R3 Produce comprehensive supporting working papers to the required
timetable.

R4 Improve communication between the Council's finance staff.

R5 Agree working paper requirements, including the required standards, before
the start of the closedown process.

City of York Council
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R6 Produce a detailed project plan to manage the closedown process in 2007-
08.

Senior officer review

In response to our recommendations last year, senior officers reviewed the
financial statements before they were submitted for audit. The purpose of this
review is to provide assurance to the Director of Resources that the accounts are
free from material mis-statement and supported by comprehénsive working
papers. Our experience of the key working papers suggests that this review
should be enhanced to cover the working papers supporting the entries in the key
financial statements.

VA
Recommendations \\

R7 Enhance the senior officer review of t f| ancial statements\m@rporate
a review of key working papers.

that they are in tb
these for audj

Audit, and concluded that the Council's Internal Audit service is meeting the
requirements of the CIPFA Internal Audit Standards.

Our review of the financial systems has identified the following weaknesses,
which although not likely to lead to material mis-statements, are still significant:

e Within the car parking system:

- there is no formal reconciliation between the income recorded by each car
park machine and the income that is counted by the cashiers and is
banked, and

City of York Council
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- there is no control to ensure that all the boxes collected from the car park
machines are delivered to the cashiers, as the cashiers have no record of
which boxes to expect.

We have not provided a comprehensive statement of all weaknesses which may
exist in internal control or of all improvements which may be made, but have
addressed only those matters which have come to our attention as a result of the
audit procedures we have performed.

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

City of York Council
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Use of resources

Work performed

36 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.

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

ed by the Audit

38 se of resources

the relevant officers.

39 inalising ity review and will report our findings to

40 K in respec of/the Council's 2006/07 Best Value Performance Plan

recommendations were made to the Audit Commission or the Secretary of State.

City of York 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 69,000 69,000
Internal Control
Use of Resources 156,000 /| 156,000

Total Audit Fees 225,000 "\ "\ 225,000
6/ N

Grants certification work \ \Work ongoing

50,09
Other work //(/ \\{6\,7\80
A%

The analysis above shows that our audit f
you have already agreed, with the exception other work. This other work
comprises our ethical governance audit, and ourreview of the arrangements

relating to the Moor Lane roundabout.

een contained within the totals

The outturn on inspection fees will be
letter.

he annual audit and inspection

City of York Council
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Appendix 1 — Action plan

Page
no.

10

Recommendation

R1 Amend the financial
statements for the significant mis-
statements.

R2 Resubmit the accounts
for approval.
R3 Produce comprehensive

supporting working papers to the
required timetable.

R4 Improve communication
between the Council's finance
staff.

R5 Agree working paper
requirements, including the
required standards, before the
start of the closedown process.

R6 Produce a detailed
project plan to manage the
closedown process in 2007-

R7 Enhance the se
officer review of the fi
statements to incorpo te
review of key working papers:

City of York Council

Priority Responsibility

1=Low

2 = Med

3 =High

3 Head of
Finance

3 Head of
Finance

3 Head of
Finance

2 Head of
Finance

3

Agreed Commen

<
N\,
/\v

pZ4N

Y4

SN
\ Ve, D
\\ D

Flnan e & AC
/Audn anager
irec rof
Re ur
Head
mance

AN

AN

Date

28 Sept
2007

28 Sept
2007

30 June
2008

30 June
2008

29 Feb
2008

31 Mar
2008

30 June
2008
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Appendix 2 — The Audit Commission’s
requirements in respect of independence
and objectivity

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 betw
directors and the auditor;

identified by the
n the Council,

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

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

¢ information about the general policie
objectivity and independence.

We are not aware of any relationshi affect the independence and
objectivity of the audit team and whi ired.to"be disclosed under auditing
and ethical standards.

City of York Council
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Appendix 3 — Audit reports issued

Planned output

Audit plan

Opinion audit plan

Annual governance
report

Opinion on financial
statements

Use of resources
conclusion

Final accounts
memorandum

BVPP report

Planned date of

issue issue
April 2006 April 2006
June 2007

September

September

2007 }é/

September

2007 ch//
Octob<er\\ éf\\
Decem\\\?\es#nxb\er\)

Data quality report//\ﬁﬁber 2\ < TBC )

Annual audit Iétték Maﬁh@ \ > TBC
N g

City of York Council

Actual date of

Addressee

Councill

July 2007 :gcting Chief
/ xecutive

Septemb
2007 2007

Audit &

\G‘olernance

=

Councn

Director of
Resources

Council

Chief
Executive

Councill



Annual Governance Report | Appendix 4 — Proposed auditor’s report 17

Appendix 4 — Proposed auditor’s report

Independent auditor’s report to the Members of
City of York Council

Opinion on the financial statements

| have audited the financial statements and pension fund aceoynts of City of York

the related notes. The financial statements
accounting policies set out within them.

by the Audit Commission.

Respective responsibilities
auditors

City of York Council
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| review whether the statement on internal control reflects compliance with
CIPFA’s guidance: 'The statement on internal control in local government:
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
Council’s corporate governance procedures or its risk and control procedures

and consider

his other

e implications for my
5 aterial
inconsistencies with the financial statements. My responsibi do not extend to
any other information.

| read other information published with the financial statemer
whether it is consistent with the audited financial statemer
information comprises only the Annual Report. | consideée

Basis of audit opinion

| conducted my audit in accordance with th i nmission Act 1998, the
Code of Audit Practice issued by the Audit sion and International
Standards on Auditing (UK and e Auditing Practices Board.

and regulations and the Statement of Recommended Practice on Local
Authority Accounting in the United Kingdom 2006, the financial position of the
Council as at 31 March 2007 and its income and expenditure for the year then
ended.

Mark Kirkham, District Auditor
Audit Commission

Date

City of York 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 adequacy and

effectiveness of these arrangements.

Under the Local Government Act 1999, the authority i dired to prepare and

| am required by the Audit Commission Act 810 be satisfied that proper
securing economy, efficiency

the Audit Commission requires
proper arrangements, having rega
Commission for principa

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

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

Conclusion

| 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, City of York Council made proper arrangements to secure
economy, efficiency and effectiveness in its use of resources for the year ending
31 March 2006

City of York 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 22 December 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 a
requirements of the Audit Commission Act 1998 and the €
issued by the Audit Commission.

rdance with the
of Audit Practice

Mark Kirkham, District Auditor
Audit Commission

Kernel House

Killingbeck Drive

Leeds, LS14 6UF

Date

City of York Council
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Appendix 5 — Management
representation letter

To:

Mark Kirkham, District Auditor
The Audit Commission

Kernel House

Killingbeck Drive

Killingbeck

Leeds LS14 6UF

following representations given to you in ce
Council’s financial statements for the year enc

accurate representations to you.

The Council has no plar

dertaken by the Council have been properly
he accounting records. All other records and related
es of all Council meetings, have been made available

ness of the information provided regarding the identification
. fhe identity of, and balances and transactions with, related
parties haveheen 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,

City of York Council
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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.

Law, regulations and codes of practice

There are no instances of non-compliance with laws, regulations and codes of
practice, likely to have a significant effect on the finances or operations of the
PCT.

Irregularities

| acknowledge my responsibility for the design and im ntation of internal

control systems to prevent and detect error.
There have been no:

e irregularities involving management or en icant roles
in the system of internal accounting co ;

e irregularities involving other employee
the financial statements;

Position
Date

Signed
Name
Position
Date

City of York Council
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Appendix 6 — Summary of adjusted misstatements

The following misstatements were identified during the course of our audit and officersteport that the financial statements will be
adjusted. We bring them to your attention to assist you in fulfilling your governance responsibilities.

AN
Adjusted misstatements - Nature of Adjustment Value 03/ /éntries in the\a@ts affected
stateme ”

£'000
The 2005-06 comparator value for the Statement of £10,404 va%ent of Total Recognised Gains and Losses -
Fi
~.

Total Recognised Gains and Losses does not include d asset revaluation gain
the capital expenditure that has not added value to the
assets \

S@ement of Movement on General Fund Balance

Pension Cost entry has been recorded net r
split across two headings within the State

) ) A ) ) )
Fixed assets include an amount f Moor_School - mzo/ Balance Sheet - Tangible fixed assets, Fixed asset
a school financed under the Pl which should not on restatement account.
the Council's balance shee

Barbican centre has beenincluded within Tangible h% £765 Tangible Fixed Assets Other Land & Buildings, and
Fixed Assets - Operational Assets. Assets that have Non-Operational Assets

been earmarked for disposal s be classjtied as

Non-Operational

City of York Council
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Appendix 7 — Value for money conclusion

2 The Audit Commission has published, in accordance with the Code of Audit Practice, 12 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
under the KLoEs will result in an assessment that the Council has adegquate arr e for the purposes of the Code

Code Description Associated VFM Conclusion
Criteria UoR KLoE (Adequate/ Not
adequate
, N quate)
1 The body has put in place arrangements for setting, reviewing and N/A Adequate
implementing its strategic and operationahobjective
2 The body has put in place channels of ¢ unication\with service users N/A Adequate
and other stakeholders includi rtners monitoring
arrangements to ensure that key~messages abou ices are taken into
account. /—\
~
3 The body has put inplace arrang er\ns\fé:}monitoring and scrutiny of N/A Adequate
performance, ntify potentiahvariances against strategic objectives,
standards and t , for taking action where necessary, and reporting to
members.
4 The body has putin pl e\a?ﬁe ents to monitor the quality of its LG DQ Adequate
published performance information, and to report the results to members. = KLOEs
5 The body has put in place ar\réngements to maintain a sound system of 4.2 Adequate

City of York Council
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internal control.

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

The body has put in place arrangements to manage and improve value or\ 5.2
money.
N

The body has put in place a medium-term financial strategy, bad ts and 1
a capital programme that are soundly based and designed to déliver its
strategic priorities.

3.1

The body has put in place arrangements to ensure that | W(g
matches its available resources.

The body has put in place arrangements for managing performanc 2.2
against budgets. N~
The body has put in place arrangements for the&é@yt\o\mfﬁsét 2.3

base. P
The body has put in place arran ntsthat are designed to promote and | 4.3
ensure probity and propriety in“'the”’conduct of its business.

Adequate

Adequate

Adequate

Adequate

Adequate

Adequate

Adequate

City of York Council
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