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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 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;

year was performed in line with the plan that we presented to
e have issued separate reports during the year having
ecific aspects of our programme, which are listed in Appendix 3.

you in May 00
completed sp
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Key messages

Accounts and Statement on Internal Control

Our work on the accounts is now nearing completion, although there is still some
audit work to be completed. In particular | need to complete my final review. In
addition, the financial statements have been revised to reflect a number of errors
identified by audit and we need to confirm that these changes have been made
correctly.

d (SHL), which was a significant undertaking as it
operatlons into the CounC|I s systems and processes

further changes will be introduced in 2007/08, which will present a significant
challenge. We dnderstand that the Council has already engaged a capital
specialist to review the capital accounting issues identified in this report to ensure
that systems and processes are improved for the 2007/08 accounts.

We have made some recommendations in this report to assist with the
improvement process and these are set out in the action plan in Appendix 1.

In our view, the Statement on Internal Control (SIC) has been prepared in
accordance with proper practice specified by CIPFA and is consistent with the
findings from our audit.

Stevenage Borough Council
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Use of resources

14 Our work on the Council’'s arrangements to secure economy, efficiency and
effectiveness in its use of resources is now complete. We propose issuing an
unqualified conclusion on the use of resources on 28 September 2007 (a draft
report is attached at Appendix 4).

Stevenage Borough Council
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Audit status

At the date of issue of this report our detailed audit of the accounts is nearing
completion, and | need to complete my final review. There are some areas of the
audit that remain to be completed.

Local authority accounting is prescriptive about what can be classified as capital
expenditure. Our testing of capital expenditure indicated that some items had
been included which did not meet these requirements. We have selected a larger
sample of capitalised expenditure which has been tested by Coauncil staff. This
testing also indicates that some expenditure which should'have been charged to
revenue has been capitalised. We are currently evaluating the results of this

0 be a material

impact on the accounts but the presence of reve
does indicate that procedures for coding expene
reviewed.

Stevenage Borough Council
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Accounts and Statement on Internal
Control

Our work on the financial statements is substantially complete although as
already noted, there is still some outstanding work to complete.

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 fairpresentation of the
financial statements in accordance with the applicable financial reporting
framework and responsibility for the design and implemeéntation of internal control
to prevent and detect error.

ents that we have
s€ that are clearly trivial. A
hed at Appendix 6 for the

to explain why. We ask that the letter
isstatements and/or qualitative aspects of reporting to

Adjustments to the financial statements

We are also required to bring to your attention significant misstatements that
have already been corrected by management where we consider them relevant
to your wider governance responsibilities. These are four such adjustments
which are recorded in full at Appendix 7, and a summary is shown below for your
attention.

Stevenage Borough Council
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e The housing stock valuation was understated by £11.2 million due to the use
of an incorrect vacant possession factor;

e The gain on the disposal of fixed assets was understated by £4 million as
proceeds from the London Road depot had not been taken into account;

e Council dwellings sold in the year had not been revalued to their market value
in order to calculate the gain or loss on disposal; the disposal value was
understated by £2 million; and

e The 2005/06 comparatives in the housing revenue account (HRA) had not
been re-stated correctly to remove £17.5 million of capital charges.

None of these adjustments have an impact on the Coune
the year, but do impact on the balance sheet, HRA and

eported outturn for
ed notes.

We draw your attention to these as they are all in the area o
We have set out further observations on capital’aceounting in th
section of this report.

pital accounting.
nternal control

Accounting practices

e Fixed assets had not been split into the correct categories of intangible
assets, operational and non-operational assets in the balance sheet and the
fixed asset note;

e Accounting policies were set out in limited detail and did not include all the
required policies for local authorities; and

e Disclosures in respect of leases did not include all the required details.

Amendments to the accounts have been made in respect of the majority of the
items noted.

Stevenage Borough Council
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32 In our working paper requirements checklist (see below) we requested the
Council to complete the SORP disclosure checklist to confirm that the accounts
were compliant. This was not completed and cross referenced to the accounts to
ensure full compliance with all the requirements, although the Council did follow
the SORP requirements for the overall format and presentation of the restated
accounts.

Quality of working papers

33 In our last Annual Audit Letter we reported that there had been improvements in

34

35

to follow. Officers needed to provide further working
k. It took us considerable time to complete the

Movements on General Fund Balance and the restatement of the 2005/06
comparative figures were found to contain errors. These areas of the
accounts had to be amended.

Stevenage Borough Council
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We experienced particular difficulties in obtaining working papers where the
entries in the accounts had been prepared by SHL staff. These working papers
(for example in support of the Housing Revenue Account and the housing stock
valuation) were not available from the Council and we were referred to SHL staff
for all such items. This increased considerably the time taken to carry out the
audit of the housing elements of the accounts. As the housing figures are
included in the Council's accounts we would expect the Council to maintain the
required working papers in support of these entries and to liaise with SHL staff to
obtain any further information required for audit.

The Council has already undertaken to improve arrangemep
working papers and responses to audit queries, and expe
improve as the new arrangements bed in.

esponse to
s.made it

Housing benefit overpayments

Where the Council overpays housing benefit to a claimant, it should attempt to
recover this. This leads to the creation of a debtor. Such debtors should be
included in the accounts. Officers were initially unable to demonstrate that any
such debtors were included.

Stevenage Borough Council
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40 Following further work by the Council, we have been provided with information
from the housing benefits system that indicates an overpayments figure of
£699,000. It has subsequently been possible to locate housing benefit
overpayment debtors of £284,000 within the accounts. However it remains
unclear whether the £699,000 represents the full amount of debtors which should
be included in the accounts. As we are unable to conclude on this matter no
adjustment has been sought for the potential difference.

41 As housing benefit overpayments are difficult to collect, we would expect that any
additional debtors created would be matched by an equal bad debt provision.
This would mean there is no net impact on the Income and Expenditure Account
or balance sheet. Hence we do not believe the accounts materially
misstated. However this issue should be resolved for the 2007/08 accounts.

Recommendations /> \\

R3 Account fully for housing benefit overpayment transactions in%i@O?/%
accounts. This should include accoftinting for the’mevements in y&ar to
recognise new debts arising and the .
the housing benefits and debtors syste pport the year-end debtor

balances. /\

Cash flow statement

original draft accounts
of the figures. In addition, the Council
ovement in the general fund balance for

Our testing of sundry creditors (£5.1 million in the original accounts) revealed
some amounts accrued that were not valid creditors. We selected a larger sample
of creditors which were tested by Council staff and we then evaluated the results.
This further testing of a sample of 20 creditors with a value of £972,000 indicated
that 7 items were over-accrued with a value of £126,000 and 3 were under-
accrued with a value of £41,000. Hence the net over-accrual in the sample was
£85,000, an error rate of 8.7%. Applying this to the sundry creditor population of
£5.1 million indicates that creditors and expenditure could potentially be
overstated by around £444,000.

Stevenage Borough Council
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45 The results of the testing indicate that there is unlikely to be a material
misstatement in creditors. We have not sought any amendment to the accounts
as the extrapolation is based on a relatively small sample and therefore
uncertain. Accruals are by their nature estimates of the amount believed to be
due at the time the accounts are prepared and hence some degree of over or
under accrual is to be expected. However the level of over and under accrual
found in our testing indicates that procedures for making accruals should be
tightened in order to ensure that they are only made for expenditure related to the
financial year but not yet paid for and that amounts accrued are the best estimate
of the amount due.

Pension fund

46 The Council is required to account for its share of the

'bottom-line’ impact on the accounts. Hen
been sought.

Systems of interna

47 As part of our audit, we consider t
and report to you any significant we

Capital acco

itations in the-€ouncil’s arrangements for capital
ents section of this report includes some items that have

been accounted for incorrectly. It had been netted off depreciation charged in
the year and included in the capital financing account. It should have been set
against the sales proceeds as part of the gain or loss on disposal calculation
and included in the fixed asset restatement reserve. This adjustment has
been made in the accounts.

Stevenage Borough Council
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e The statement of recognised gains and losses (STRGL) is a new statement
for 2006/07 and is meant to reconcile to the movement in net worth as shown
in the balance sheet between 2005/06 and 2006/07. One of the major
reconciling items included in this statement is the surplus arising on
revaluation. The draft accounts showed this figure to be £17.1 million but the
Council was unable to explain how this figure had been derived or reconciled
to the revaluation shown in the fixed asset note to the accounts of £15 million.
The revaluation figures have been changed subsequently and we expect the
revaluation figure to agree in the final version of the STRGL.

fween the various
of discrepancies. The

49 Our review of the accounts for consistency in capital figure
statements and notes in the accounts highlighted a numbe

50 The remainder, which are immaterial, have not be

e Capital expenditure treated as additio
disclosure of fixed assets in note 13 to

51

52

other asset records have been found to be incorrect. Examples include:

e Our testing’of disposals in the asset register showed that two assets had
been written out as disposals but they had not actually been disposed of;
whereas two assets disposed of in 2005/06 had not been fully written out in
that year and were therefore shown as a disposals in 2006/07.

e An incorrect valuation highlighted in the 2005/06 audit had not been amended
in the asset register in 2006/07.

Stevenage Borough Council
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e Asset names had not been updated in the asset register making it hard to
reconcile with the valuation programme for the year. The valuation
programme itself had not been updated to remove assets that the Council no
longer owned.

e The list of housing stock supplied to external valuers for valuation as at April
2006 included 39 properties that had been sold or transferred the previous
year. These properties and their valuation subsequently had to be removed to
reach the correct valuation. Housing stock is not recorded on the asset
register.

007/08 accounts as
ill require the
vill place further

capital accounting requirements are being introduced wh
creation of a new revaluation reserve. These requirery

requirements.

Recommendations
R4 For the 2007/08 accounts;

ensure thatthé& figares are not significantly different.

Partial reconciliations were carried out as part of the preparation of the 2006/07
accounts for rent allowances, rent rebates and council tax benefits. However
these were not complete reconciliations between the housing benefits system,
other financial systems and the main accounting system, as there were a number
of unsupported reconciling differences. Full reconciliation to the housing benefits
grant claim has also not been carried out.

Stevenage Borough Council
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56 We are satisfied that the differences between housing benefits expenditure as
recorded in the Council’s claim, systems and accounts are not material. However
the Council needs to ensure that full reconciliation is completed in support of the
2006/07 housing benefit claim.

57 In addition, no reconciliation has been carried out of the expected government
subsidy income from the housing benefit grant claim to ensure that the accounts
contain the correct figure. Our estimate is that the subsidy income and the related
debtor account may be understated by approximately £350,000. We are awaiting
a full reconciliation of the expenditure included on the claim and the related
income with the figures included in the accounts. Such are iliation should be
carried out as a matter of course in preparing the accou d then updated
once the housing benefit grant claim has been prepar

Recommendations

R5 Complete full reconciliations for rent
tax benefits in support of the 2006/67

58 vided a‘comprehensive statement of all weaknesses which may
[ [ | or of all improvements which may be made, but have

59

specified by CIPFA and is consistent with the findings from our
€ N0 matters arising.

proper practic
audit. There's

Stevenage Borough Council
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Use of resources

Work performed

60 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.

61 Details of our conclusion for each of the
Commission, our 2006 use of resources asse
money conclu5|on for 2006/07 aye

and our proposed value for
idix 8. We have concluded that

64 We are currently undertaking our work on the 2007 use of resources assessment
(which updates our last assessment to 31 March 2007). We will report our
findings to the relevant officers and the Audit Committee in a separate report and
in the annual audit and inspection letter in March 2008.

Stevenage Borough Council
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Data quality work

We are currently undertaking our data quality review. Our in-depth work on a
sample of performance indicators has just started. However, on the basis of the
work undertaken on management arrangements this year, we have concluded
that the Council's arrangements for data quality are at least adequate for value
for money conclusion purposes.

We will report to officers in more detail the outcome of our assessment of the
arrangements in place for ensuring the quality of data in a separate report once
all the work, including the review of performance indicators,is complete.

Best value performance plan

Our work in respect of the Council’s 2006/07 Be ance Plan
(BVPP) was reported in the 2006 Annual Audit ar

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

Stevenage Borough Council
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Audit fee update

68 We reported our fee proposals as part of the Audit Plan for 2006/07. The table
below reports the projected outturn fee against that plan:

Plan 2006/07 Actual
2006/07
Financial statements and Statement on 86,448 To be
Internal Control determined
Use of Resources 39662 /39,662
Total Audit Fees 126,120 \ To be
determined
\
Grants certification work (estimated fee) /6/0 00 \7\ 000

Other work: \W din 2,§60
Whole of Government Accounts ed fee

69 e currently expect to
his will be determined
70 ing the 2006/07 accounts were not fully anticipated
i on, we will need to charge a further fee
ues |dent| ed\during the audit as reflected in this
71 d'since the majority of work in this area will

Qctober and December 2007 and is billed as the work is

72 At the time ofisSuing the original 2006/07 Plan, we did not include a fee for the
audit of the Whole of Government Accounts (WGA) data return as the Audit
Commission was still discussing the scope of the likely audit work with the NAO
and other stakeholders. We have now determined that the fee for this work will be
£2,800 and this will be billed shortly.

73 The outturn on inspection fees will be reported in the Annual Audit and Inspection
Letter.

Stevenage Borough Council
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Appendix 1 — Action plan ﬁ

Page Recommendation Priority Responmhh% greed Comments Anticipated
1=Low Implementation
Date
2 = Medium
3 = High
8 R1 Consider amending the draft 3
financial statements for the
unadjusted misstatements

(included in Appendix 5)

identified in Appendix 6. Amend i >
the draft letter of representation >
accordingly. /Q \

Stevenage Borough Council
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Page Recommendation Priority Responsibility Agr Comments Anticipated
1=Low Implementation
Date
2 = Medium
3 = High /\
11 R2 Address the following issues for 3

the 2007/08 accounts:

e Review the format of the accounts to
ensure compliance with the
Statement of Recommended Practice
on Local Authority Accounting
(SORP), taking into account the
further changes in the format of the
accounts to be introduced in 2007/08;

e Produce working papers as set out in

our working paper requirements i
checklist to support the accounts

during the accounts preparation

process and make these available

the commencement of the audit;

e Subject the accounts and workin
papers to a quality assur

Stevenage Borough Council
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Page Recommendation Priority Responsibility Agreed Comments Anticipated
1= Low Implementation
Date
2 = Medium
3 = High /
'9 v//\ {
12 R3 Account fully for housing benefit 3 \

overpayment transactions in the

2007/08 accounts. This should

include accounting for the >
movements in year to recognise

new debts arising and the

repayments. Provide evidence

from the housing benefits and i
debtors systems to support the >
year-end debtor balances.

A\ \

/
15 R4 For the 2007/08 accounts: 3
e review arrangements for updating ¢the
asset register and commence a

process of regular reconciliation
other property records;

e ensure asset recor

the accounts and to the
register.

Stevenage Borough Council
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Page Recommendation Priority Responsibility Agreed Comments Anticipated
1= Low Implementation
Date
2 = Medium
3 = High
16 R5 Complete full reconciliations for 3

rent allowances, rent rebates and
council tax benefits in support of
the 2006/07 housing benefit grant
claim.

16 R6 As part of the 2007/08 accounts 3
production:

e Carry out full reconciliations for rent
allowances, council tax benefits and
rent rebates between the housing
benefits system, housing rents an
council tax systems, the gener
ledger and the expected expefditdre
on the housing benefit grant clain.
Update these reconciliations once the
grant claim is produc

e Reconcile the debtor

s

grant claim is produc

Stevenage Borough Council



24 Annual Governance Report | Appendix 2 — The Audit Commission’s
requirements in respect of independence and objectivity

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.

Stevenage Borough Council
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Appendix 3 — Audit reports issued

Planned output Planned date @ Actual date of Addressee
of issue issue

Audit and inspection | March 2006 May 2006 Audit

plan Commlttee

BVPP report December December 2006 }he Council
2006

Data quality report October 2006 January anagement

(2005/06

arrangements)

Use of resources March 2007 )vﬁr 2007 Mana ement

2006

Annual audit letter March 2007 M\M/Q/ The Council
Annual governance Septe Sept r 2007 = Audit

report 2007 Committee
Internal Audit May 200 ay 07\) Management
management yet

arrangements mahsed)

Opinion on fina te ber \ Not yet issued The Council
statements

Value for mon\y\\//é \/Not yet issued The Council

conclu/u:m\

Int udi 2007 Not yet issued Management
e orandum (to be combined
with the final
accounts
memorandum)

Final a o October 2007 Not yet issued Management

memoran
\/

Stevenage Borough Council
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Appendix 4 — Proposed auditor’s report

Independent auditor’s report to the Members of
Stevenage Borough Council

Opinion on the financial statements

| have audited the financial statements of Stevenage Borough Council and its
Group for the year ended 31 March 2007 under the Audit Commission Act 1998,

The Chief Financi
in accordance wi

| review whetherthe 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.

Stevenage Borough 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 Council in
the preparation of the financial statements, and of whether the accounting
policies are appropriate to the Council’'s circumstances, consistently applied and
adequately disclosed.

| planned and performed my audit so as to obtain all the‘infermation and

material misstatement, whether caused by fraud G ularity or error. In
forming my opinion | also evaluated the overa ntation of
information in the financial statements.

Opinion
In my opinion the financial statements present v, in accordance with

' ent of Recommended Practice on
Local Authority Accounting in the United-Kingdom 2006, the financial position of

come and expenditure
for the year then ended.

Audit Co
1st Floor, Sheffield House,

Lytton Way, ates Way,
Stevenage, Herts SG1 3HG

Stevenage Borough Council
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Conclusion on arrangements for securing economy, efficiency
and effectiveness in the use of resources

The Council’s responsibilities

The Council 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.

d'to prepare and
Jncil’'s assessment of

Under the Local Government Act 1999, the Council is requi
publish a best value performance plan summarising the £

to ensure continuous improvement in the way in whi ions are exercised,
having regard to a combination of economy, effieie i

of Audit Practice issued by
y conclusion in relation to
specified by the Audit
ignificant matters have

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, Stevenage Borough Council made proper arrangements to
secure economy, efficiency and effectiveness in its use of resources for the year
ending 31 March 2007.

Stevenage Borough Council
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Best Value Performance Plan

| issued my statutory report on the audit of the Council’s best value performance
plan for the financial year 2006/07 on 13 December 2006. | did not identify any
matters to be reported to the Council and did not make any recommendations on
procedures in relation to the plan.

Certificate

| certify that | have completed the audit of the accounts in accordance with the
requirements of the Audit Commission Act 1998 and the Codge of Audit Practice
issued by the Audit Commission.

Debbie Hanson
District Auditor
Date

Audit Commission
1st Floor, Sheffield Hou
Lytton Way, off Gates
Stevenage, Herts’'S

Stevenage Borough Council
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Appendix 5 — Management
representation letter

Debbie Hanson

The Audit Commission

1st & 2nd Floor, Sheffield House
Lytton Way

Stevenage

Herts

SG1 3HG

Dear Debbie

Stevenage Borough Council - Audit for the yeaf ended 31 March 2

This section to be completed by the Council

Specific representations:

Supporting rec
All the accounting records have been made available to you for the purpose of your
audit and all the transactions undertaken by the Council have been properly reflected
and recorded in the accounting records. All other records and related information,
including minutes of all Council, Executive and Committee meetings, have been
made available to you.

Stevenage Borough Council
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Provisions

No material liabilities or contingencies that would be required to be accrued or
disclosed by FRS12 “Accounting for Provisions, Contingent Liabilities and Contingent
Assets” have been identified.

Future plans
The Council has no plans or intentions that may materially alter the carrying value or
classification of assets and liabilities reflected in the financial statements.

Related party transactions
We confirm the completeness of the information provided reg
of related parties.

ding the identification

The identity of, and balances and transactions with [ ave been
properly recorded and where appropriate, adequatelydisclosed in t nancial
statements.

Contingent liabilities
There are no other contingent liabilities, other tha
recorded and disclosed in the financial statements:

e that have been properly
articular:

- irregularities involving management or employees who have significant
roles in the system of internal accounting control;

- irregularities involving other employees that could have a material effect
on the financial statements; or

- communications from regulatory agencies concerning non-compliance
with, or deficiencies on, financial reporting practices which could have a
material effect on the financial statements.

Stevenage Borough 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.

Long term investments
We confirm that the Council has the ability and the intention to continue to hold the

investments classified in the balance sheet as long term for periods in excess of one
year.

Group entities
We confirm that there are no other material group entitie
group accounts other than those included in the financja
arrangements have been properly and accurately reftec
statements.

ing the preparation of
its and that all joint
ancial

din the

Signed on behalf of Stevenage Borough Co

Stevenage Borough Council
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Appendix 6 — Summary of unadjusted misstatements

We are required to report to you all unadjusted misstatements that we have identified during the course of our audit, other than those
that are clearly trivial. The items below are brought to your attention to enable y nsider whether the financial statements
should be amended for them. If you choose not to amend the financial state inespect of these items, you should extend the

representation letter to explain why. ﬁ
«;}i@e and Expe}d{ture Balance Sheet
ccount

Unadjusted misstatements Nature of Adjustment /\ \\6v\£000$ Cr £000s Dr £000s Cr £000s

Investment valuation The market value of the inves M 3 343
£15,693,000. The cost value\is

The Council's investment with
Invesco is included in the
accounts at market value. The
SORP requires investments to
be included in the accounts at
cost.

-

rue 'hv stment income is 366 366
Id be recognised in

Investment accrual

Council has not accrued

the income generated on t
Invesco investment. Although
this is not returned to the
Council but is added to the
value of the fund, it does
represent income the Council

Linked to the above the <
r

Stevenage Borough Council
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Income and Expenditure Balance Sheet

AccounV>
is entitled to and effectively
replaces the income
recognised from the capital
growth. AN

B \
Net Effect / 343 \w\s\ 366 343
v‘ N4
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Appendix 7 — 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 goveérnance responsibilities.

N\
/Income and enditure Balance Sheet
/ Acmﬂnt
Adjusted misstatements Nature of Adjustment \\ p{/&O{)Os Cr £000s Dr £000s Cr £000s
Housing stock- change of The value of the Council's-housing \ 11,217 11,217

vacant possession factor stock has been increased b
. £11,217,000. The increased rey
The vacant possession factors figure is reflected in the fi

are provided by government restatement account.
according to government
region. The Council was using
the rate for the South East
England region rather than the
Eastern region. The factor

used by the Council has
therefore changed from 45% t
46%. This results in an overall
increase of the housing s c<
value from £510 million to

£521 million. \
AN

Gain or loss on asset TWdisposal of assets has 3,995 3,995

disposal been alculated as £3,323,000. This
is an increase of £3,995,000. Income in
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Income and Expenditure Balance Sheet

Account />

Adjusted misstatements Nature of Adjustment Dr £ s< Cr £000s Dr £000s Cr £000s

One of the changes in the I&E account has been increased by </ \
accounting requirements this £3,995,000 and the corresponding entry

year is to show a gain or loss is in the Statement of Movement on t

on the disposal of fixed assets = General Fund Balance.

in the I&E account. This had

originally been calculated as a

loss on disposal of £672,000.

The Council had not fully

matched disposals with capital

receipts and had not

accounted for the proceeds of

£3,995,000 on the London >

Road depot. //__\\

Gain or loss on disposal of
council housing

inthe 2,027 2,027

No gain or loss had been
recorded on the disposal of
council houses in the year
This is correct but the value o

the same amount. There is no impact
on the overall value of the council

the disposals had not been ousing. Cofresponding entries are also
increased to the net realisable ™\ inn1yded in the/fixed asset restatement
value (ie the capital receipts) \asgo

Net Effect \/ 3,995 3,995 13,244 13,244
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Adjusted misstatements

Change made to 2005/06
comparative figures

HRA capital charges

One of the main changes
made in the SORP this year is
the removal of notional capital
charges from the accounts.
The prior year figures were
required to be restated to
remove such charges but this
had not been fully actioned in
respect of the HRA
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Nature of Adjustment

Capital charges totalled £17,536,0
the HRA in 2005/06. As these w e
notional they were included in the
comparatives and then removed so t
there was no impact on

adjustment is therefore a
HRA comparatives.

Income and Expenditure Balance Sheet

Accou nV>

Dr 500/< Cr£000s Dr£000s Cr£000s

17,536

v \\

1
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Appendix 8 — 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
under the KLoEs will result in an assessment that the Council has adequate arr e for the purposes of the Code

low. Thetable also shows the UoR score from our last
sessment is currently in progress.

SN
Code Description \> Associated UoR 2006 VFM
Criteria P— UoR KLoE  Score Conclusion

1 The body has put in place arran or'setting,\reviewing and N/A N/A Adequate
implementing its strategic and.op atlonal bjectives.

criteria. The Code criteria and the linked KLoEs are show in the table
assessment (UoR 2006), reported in March 2007. Our work on the 2007

2 The body has put in place channels of serwce users N/A N/A Adequate
and other stakeholders including. p e monitoring
arrangements to ens ey es ges about services are taken into
account.

3 The body has ut I place arrangementsfor monitoring and scrutiny of N/A N/A Adequate
performance, t tify potentlal ariances against strategic objectives,
standards and tar for taking action where necessary, and reporting to
members.

4 The body has put in plac M ments to monitor the quality of its LG DQ N/A Adequate
published performance info lon, and to report the results to members.  KLoEs
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Code Description Associated UoR 2006 VFM

Criteria }loR KLoE  Score Conclusion

5 The body has put in place arrangements to maintain a sound system < 4.2 2 Adequate
internal control.

6 The body has put in place arrangements to manage its S|gn|f|c t\/ \ 3 Adequate
business risks. \

7 The body has put in place arrangements to manage and p ve vaIue for 5. ZV 3 Adequate
money.

8 The body has put in place a medium-term financial strat e and 2.1 3 Adequate

a capital programme that are soundly based an deS|gned t eI er its
strategic priorities.

9 The body has put in place arrangements to ensur ndlrb\> 3.1 3 Adequate
matches its available resources.
10 The body has put in place arrange ents for mana |r¥g/ rformance 2.2 3 Adequate
against budgets.
2.3 3 Adequate

11 The body has put in place a ments r the mana@ent of its asset
base.

12 The body has putin pl rrang hat are de gned to promote and 4.3 3 Adequate
ensure probity anm tof its business.
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