APPENDIX B
Agenda Item No. 5

AUDIT COMMISSION GOVERNANCE LETTER/ Head of Finance
DRAFT STATEMENT OF ACCOUNTS

1 Purpose

1.1 To update the Audit Committee on the progress of External Audit work and
discuss the Audit Commission Governance Letter.

2 Recommendations/for decision

21 The Committee is asked to note the contents of the report.

Supporting information

3.1 The Council is required to receive the External Auditor’s Governance letter at
a formal committee meeting before the end of September 2007.

Options considered

4.1 None

5 Reasons for Recommendation

5.1 These reports are an integral part of the independent external audit process and
require formal reporting and consideration.
Resource implications

6.1 None

Response to Key Aims and Qutcomes

7.1 The external audit review process underpins the Council’s own performance
management framework which is designed to ensure optimum delivery of the
key aims and outcomes.

Contact Officer Val Hinkins 01296 585343
Background Documents
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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.

2 In preparing our report, the Code requires us to comply with the requirements of
International Standards on Auditing (United Kingdom & Irelgrd — ISA (UK&l) -
260 ‘Communication of Audit Matters to Those Charged W overnance’, by
reporting to you matters relating to the audit of the finap statements. Other
auditing standards require us to communicate with yo er specific
circumstances including:

e where we suspect or detect fraud;

¢ where there is an inconsistency betwee
information in documents containing

« non-compliance with legislative or regulatory.regdirements and related
authorities.

and these are set out at

e consider & before the financial statements are
approved,

Aylesbury Vale District Council
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Key messages

Our work on the financial statements is currently in progress and we are on target
to complete our work in time to meet the accounts deadline of 28 September
2007. Should any further matters come to our attention following the Audit
Committee that we need to report to those charged with governance we will
discuss them with the Head of Finance and the Chair of the Audit Committee.

Currently we are proposing to issue an unqualified audit opinion on 28 September
2007 (a draft is attached at Appendix 4).

In our view, the Statement on Internal Control (SIC) has
accordance with proper practice specified by CIPFA afid s sonsistent with the
findings from our audit.

Our work on the Authority’s arrangements to sgCuge effisiency and
effectiveness in its use of resources is now proposing
to issue an unqualified conclusion on the u eptember 2007
(a draft is attached at Appendix 4).

Recommendations to improve the final accounts-process are set out in Appendix

1.

Aylesbury Vale District Council
B
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Audit status

Our work on the financial statements is currently in progress and we are on target
to complete our work in time to meet the accounts deadline of 28 September
2007. Should any further matters come to our attention following the Audit
Committee that we need to report to those charged with governance we will
discuss them with the Head of Finance and the Chair of the Audit Committee.

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

Aylesbury Vale District Council
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Accounts and Statement on Internal
Control

Our work on the financial statements is currently in progress and we are on target
to complete our work in time to meet the accounts deadline of 28 September
2007. Should any further matters come to our attention following the Audit
Committee that we need to report to those charged with governance we will
discuss them with the Head of Finance and the Chair of the Audit Committee.

from management and those charged with governance, re an audit report is
issued, such as acknowledgement of responsibility fof the falk presentation of the

the moment the
of members.
Appendix 6.

rrected by management where we consider them to be relevant to your
ernance responsibilities. If any such amendments are made these will

Accounting practices

We are also required to report to you our view on the qualitative aspects of the
Authority’s accounting practices and financial reporting and have set out below
our observations on key issues affecting the Council.

Aylesbury Vale District Council
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During 2003/04 the Council took responsibility for administrating the Special
Parking Area in Aylesbury and Buckingham on behalf of Buckinghamshire County
Council. The agreement is for 5 years with the yearly surplus or deficit being
carried forward until the end of the scheme. At 31 March 2007 the scheme was
reporting a cumulative deficit of £851,000. The agreement is that the Council will
meet the first £310,000 of the deficit and Buckinghamshire County Council will
meet the rest.

The indications are that the scheme will generate a further deficit in 2007/08.
Currently the Council have not raised a debtor in their accounts for any amount
relating to this transaction. We would recommend that a debfolyis created for the
amount due from Buckinghamshire County Council and e disclosure note
relating to this item is amended to include the cumulatj

To meet the timetable for closing down the account
parts of their financial systems prior to the year gfig.

statements are Brodght together and ny
reference to the a i ine in the maip statements. This should make the

addressed wply those matters which have come to our attention as a result of the
audit procedurés we have performed.

We have not identified any material weaknesses in the systems of accounting
and financial control that we wish to report to you.

We are also reviewing whether the SIC has been prepared in accordance with
proper practice specified by CIPFA and is consistent with the findings from our
audit. To date there are no matters arising which we wish to bring to Members
attention.

Aylesbury Vale District Council
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Use of resources

Work performed

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 & ouncil’'s corporate
performance management and financial management arrgs ents across a
range of criteria specified by the Audit Commission. Ou to support our
conclusion included the following elements:

e data quality work; and
+ the best value performance plan.

Details of our conclusion for each of the
Commission are set out in Appendix 8.

Data quality work

Aylesbury Vale District 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.

Table 1

Plan 2006/07 /> Actual 2006/07
Accounts and Statement on I4nterna‘l 84,961 / < 84,961
Control A~
Use of Resources | | : 36,0/7\6</ \\\ 36,076
Total Audit Fees 124037 124,037

/ }E/ 000 Wo\rbn progress

Grants certification work

o 000 N
Other work N\\N\n\v S/ -~ Nil

itfee has beencontained within the totals

The analysis above shows that
you have already agreed.

Aylesbury Vale District Council
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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:

identified by the
i the Authority,

« the principal threats, if any, to objectivity and independene
auditor, including consideration of all relationships bety
directors and the auditor;

effective;
« any independent partner review;
o the overall assessment of threats and,s

e information about the general policie
objectivity and independence.

hips that may affect the independence and
e requirenk toe disclosed under auditing

We are not aware of any relatigr
objectivity of the audit team and
and ethical standards.

Aylesbury Vale District Council
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Appendix 3 — Audit reports issued

Planned output

Audit plan

Annual governance
report

Opinion on financial
statements

Use of resources
conclusion

Final accounts and

interim memorandum

BVPP report

Data quality report

SN\
Annual audit lettef ~  Margh 2007\ \
\

Pilanned date of Actual date of

Addressee

issue issue
February 2006  March 2006 Audit Panel
September September udit
2007 2007 / Rommittee
September Septemb Head of
2007 2007 "\ ‘Kinance
September Septe Ber “ghi
2007 0 Executive
October 2007 ’ Head
0 Finance
December 2007 N\ Chief
Executive
Novemb&r2007~ “ Head of
. Corporate
Policy and
/ Performance

Aylesbury Vale District Council

CIRY

Members
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Appendix 4 — Proposed Independent auditor’s
report to the Members of Aylesbury Vale District
Council

Opinion on the financial statements

| have audited the financial statements of Aylesbury V

istrict Council for the

paragraph 36 of the Statement
Bodies prepared by the Audit Co

Accounting intHe United Kingdom 2006.

Aylesbury Vale District Council
Rie
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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' published
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
Authority’s corporate governance procedures or its risk and control procedures.

implications for my report if | become aware of any afent misstatements or
material inconsistencies with the financial statemants: ponsibilities do not
extend to any other information.

Basis of audit opinion

pmission Act 1998, the

sfon and International

e Auditing Practices Board.
ience relevant to the

also includes an
assessment of the significant estima ade by the Authority in
the preparation of the financial state s, dndofwpether the accounting
policies are appropiate tq the Authoyity’sCircumstances, consistently applied and

| conducted my audit in accordance with 1k
Code of Audit Practice issued by the Audit

| planned and pe Ay audi 5 t0,obtain all the information and

i wy in order to provide me with sufficient
Kle assuranee that the financial statements are free from
vhether caused by fraud or other irregularity or error. In

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

Mick West
Address Unit 5, Isis Business Centre, Horspath Road, Oxford OX4 2RD

Date September 2007

Aylesbury Vale District Council
BIF
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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 propg
economy, efficiency and effectiveness in its use of¢e §
stewardship and governance, and to regularly rgvtgw the adeg

Under the Local Government Act 1999, the equired to prepare and

publish a best value performance plan s e7authority’s assessment of
its performance and position in relation to its stagutoyy duty to make arrangements
to ensure continuous improvement in the way ich its functions are exercised,

isSion requires me to rgpart to you my conclusion in relation to
o telévant criteria specified by the Audit

ention wKich prevent me from concluding that the authority has
sments. | am not required to consider, nor have |

« stating whether | believe that the plan has been prepared and published in
accordance with statutory requirements set out in section 6 of the Local
Government Act 1999 and statutory guidance; and

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

Aylesbury Vale District Council
Bi%
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Conclusion

| have undertaken my audit in accordance with the Code of Audit Practice and
having regard to the criteria for principal local authorities by the Audit
Commission and published in December 2006, | am satisfied that, in all
significant respects, Aylesbury Vale District Council made proper arrangements
to secure economy, efficiency and effectiveness in its use of resources for the
year ending 31 March 2007.

Certificate

sordance with the

| certify that | have completed the audit of the accou
Audit Practice

requirements of the Audit Commission Act 1998 and b
issued by the Audit Commission.

Mick West
Address Unit 5, Isis Business re, Horspat d, Oxford OX4 2RD

Date September 2007

&

Aylesbury Vale District Council
&i9
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Appendix 5§ — Management

representation letter

Mick West

District Auditor and Relationship Manager
Audit Commission

Unit 5

Isis Business Centre

Horspath Road

Oxford OX4 2RD
September 2007

Dear Sirs

Aylesbury Vale District C
ended 31 March 2007

and belief, and having made appropriate
he following representations given to

All minutes ofCouncil, Committee and Sub Committee meetings during and since
the financial year have been made available to you.

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.

Aylesbury Vale District Council
B2c



20 Annual Governance Report | Appendix 5 — Management representation letter

There have been no events since the balance sheet date which necessitate
revision of the figures included in the financial statements or inclusion of a note
thereto. Should further material events occur, which may necessitate revision of
the figures included in the financial statements or inclusion of a note thereto, we
will advise you accordingly.

We are not aware of any fraudulent acts or other irregularities involving
management or employees which could have a material effect on the financial
statements.

financial
osed.

All known material liabilities have been properly included in the
statements and all material contingent liabilities have bee

There are no material events or change in circumstangés tiat indicate a reduction

Local Authority Accounting.

There is not significant pending litigation, pro o than those
disclosed in the statement of accounts.

For and on behalf of Aylesbury Vale Dis

Peter Watson .o\ N\ o Ty
Head of Finance Chairman,of Audit Committee

Aylesbury Vale District Council
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Appendix 8 — Value for money
conclusion

The Audit Commission has published, in accordance with the Code of Audit
Practice, 12 criteria on which auditors are required to reach a conclusion on the
adequacy of an audited body's arrangements for economy, efficiency and
effectiveness in its use of resources.

Code Description Proposed
Criteria VFM
Conclusion
1 The body has put in place arrangement sett Adequate
reviewing and implementing its stra gigand
operational objectives.
2 The body has put in place ch nefs of co nication A@Uf’ﬂe

ensure that key messages about selyi are taken
into account. (g\\

3 The body has put |np ck arl Adequate
monitoring and scrutiny\of\perfaf
potential yariances agai i i
standagds rgets, for\taking action where
nec sgmp rting toymembers.
4 Thebody has gut ements to monitor Adequate

the qualit it d performance information,
to r ort e results to members

Th has put in place arrangements to maintain a Adequate
soun em mal control.

\ The bod hbs put in place arrangements to manage ~ Adequate
\|ts significant business risks.

7 AN W as put in place arrangements to manage ~ Adequate
\aQ improve value for money.

8 The/body has put in place a medium-term financial Adequate
strategy, budgets and a capital programme that are
soundly based and designed to deliver its strategic
priorities. .

9 The body has put in place arrangements to ensure Adequate
that its spending matches its available resources.

10 The body has put in place arrangements for managing Adequate
performance against budgets.

Aylesbury Vale District Council
B24-
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Code Description Proposed
Criteria VFM
Conclusion
1 The body has put in place arrangements for the' Adequate
management of its asset base.
12 The body has put in place arrangements that are Adequate
designed to promote and ensure probity and propriety
in the conduct of its business. A

Aylesbury Vale District Council
B2S



