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Purpose of this document

1 This report has been prepared in accordance with the Audit Commission’s Code
of Audit Practice (the Code) and the requirements of International Standards on
Auditing (United Kingdom & Ireland) — ISA (UK&I) - 260 ‘Communication of Audit
Matters to Those Charged With Governance’. It 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

pomic, efficient and
effective use of its resources (the 'value for money cor ') against 12

circumstances including:

e where we suspect or detect fraud;

e where there is an inconsistency betwee
information in documents containing the fi

e non-compliance with legislati
authorities.

completionef specific aspects of our programme, these are listed in Appendix 3.

Halton Borough Council
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Key messages

The 2006/07 financial statements were prepared ahead of the required deadline
and to a good standard. We have completed our work on the statements and,
subject to the receipt of the signed letter of representation, we will issue an
unqualified audit opinion on 20 September 2007 (a draft report is attached at
Appendix 4).

We have also completed our assessment of the Council’'s arrangements to
secure economy, efficiency and effectiveness in its use of resources against the
Audit Commission's 12 specified criteria and will issue a gualified value for
money conclusion on 20 September 2007 (a draft report is @ttached at Appendix
4).

Accounting standards are generally good but weh

ave this year noted scope for

view the Statement on Internal Control (S1C)
with proper practice specified by CIPFA IS stent with the findings from
our audit.

assistance and co-operation

Halton Borough Council
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Accounts and Statement on Internal
Control

We have completed our work on the Council's 2006/07 financial statements and
subject to receipt of the signed letter of representation we will issue an
unqualified audit opinion before the end of September.

The draft financial statements were produced in early June and approved by the
Business Efficiency Board on 28 June, ahead of the 30 Junedeadline. The

statements were prepared to a good standard and all audit’quéeries and requests
for additional information were responded to promptly.

financial reporting framework and respo
implementation of internal control to pre

governance responsibilities. These are recorded at Appendix 6.

Accounting practices

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

Halton Borough Council
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We carried out a detailed review of the financial statements against the CIPFA
Statement of Recommended Practice (SORP) disclosure checklist. A number of
minor deviations were identified and these have been corrected.

The Council's accounts not only need to follow the CIPFA SORP, they also need
to comply with relevant financial reporting standards (FRSs). The emphasis on
FRS compliance within local authority accounting has increased over recent
years and is set to become even more important with the introduction of the
international financial reporting standards (IFRSs) from 2008/09 onwards. The
Council's current accounting policy for depreciating infrastructure assets does not
fully comply with 'FRS 15: Tangible Fixed Assets'.

over an estimated

Currently the Council depreciates its infrastructure asse

s using the
ic Iife there

weaknesses but we wish to draw your attention to one particular issue in
connection with your systems of internal control.

Halton Borough Council
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In June 2007 IA reported that they could provide only limited assurance on the
controls within the newly implemented Trent payroll system. Payroll is a
significant financial system and as such it is important that its controls operate
effectively. IA conducted their work shortly after the introduction of the Trent
system and at a time when work on the system was on-going. Although they
concluded that some material controls were not operating no significant errors
were identified. Internal Audit were able to give adequate assurance on the
predecessor system, Delphi, which had operated for the early part of the 2006/07
year. IA' s report on the payroll system contained an action plan with seven
recommendations, all of which we endorse.

accordance with
qe findings from our
pect of our audit.

We have also reviewed whether the SIC has been preparé
proper practice specified by CIPFA and is consistent wi
audit. There are no matters arising in connection wit

Halton Borough 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 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 comprises of the following elements:

e use of resources assessment;
e data quality work; and
e the best value performance plan.

VFM conclusion

Our conclusion is that the Counci m et the required standard for each of the

its arrangeme
note as follows.

Corporate Risk registers are reviewed each quarter with updated versions
being made available on the Council's intranet and website. Risk
management training is planned for members of the Business Efficiency
Board which has responsibility for the effective development of risk
management and corporate governance throughout the Council.

Halton Borough Council
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31  We will further evaluate the Council’s progress as part of our use of resources
assessment which is being carried out during September and October 2007. Our
work on data quality is also being completed and we expect to report this in
October 2007. There are no issues to report in relation to our work on the best
value performance plan.

Halton Borough 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 £133,829 £133,829*
Internal Control N

Use of Resources £61,006 // £61,006*
Total Audit Fees £194,835" < £194,835
Grants certification work £85A,@©9/ \\§85,000*
Other work £16,221 “\£4,000

* = Anticipated fee based on information‘up [ ing 31 JuIy\Z%Y

The outturn on inspection fees
letter.

Halton Borough Council
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Appendix 1 — Action plan ﬁ

. _ . N
Page Recommendation Priority Responsibility <§gf€ed\ omments
1=Low
2 = Medium
3 = High
. )
8 Conduct a review of the 3 Chief Accounta N /ées Re-calculation of
useful economic lives of < depreciation completed
Infrastructure assets and for infra structure assets,
amend depreciation rates as other groups of assets to
required to write off the be addressed along with
remaining book value over > the rolling programme of
their revised useful re-valuations
economic lives. /\
Yes Many of Internal Audit

8 Implement the 7
recommendations made by
Internal Audit with Regard to

the Trent Payroll syste < Systems Co-ordinator
/\ \%yroll Manager
N

Halton Borough Council

recommendations
already in place.

Anticipated
Implementation
Date

March 2008

December
2007
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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"he disclosed under auditing
and ethical standards.

Halton Borough Council
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Appendix 3 — Audit reports issued

Planned output

Audit plan

Interim audit
memorandum

Annual governance
report

Opinion on financial
statements

Use of resources Septembe
conclusion 2 0

Final accoun
memorandum /

el
),
N

Halton Borough Council

Planned date of @ Actual date of

issue issue
31 March 2006 | Draft April
2006

Addressee

Executive
Board

Final July >
2006 Y

July 2007
the I
orand m
< in October
7
Septe e termber
2007

588%%\\/3?&*@

4 /Septe%er

2007
er ZOON Planned for
October 2007
October 200 Planned for
October 2007
er 2007 Planned for
October 2007
14 January Planned for 14
2008 January 2008

Findingsto b anagement
report ithin

Executive
Board

The Council
The Council
Management
The Council

Management

The Council



Annual Governance Report | Appendix 4 — Proposed auditor’s report 15

Appendix 4 — Proposed auditor’s report

Independent Auditor’s Report to Halton Borough
Council

Opinion on the Financial Statements

ouncil and its
ommission Act

{, the Statement of
Recognised Gains and

We have audited the financial statements of Halton Boroug
Group for the year ended 31st March 2007 under the Audi
1998, which comprise the Income and Expenditure AceG
Movement on the General Fund, the Statement of Te

financial statements have been prepared u
within them.

the Audit Commission Act 1998 and for no Of pose, as set out in paragraph
36 of the Statement of Respons iti ars‘and of Audited Bodies

The Operational Di [ i efvices’ responsibilities for preparing the
financial statem i : it

We 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. We
report if it does not comply with proper practices specified by CIPFA or if the
statement is misleading or inconsistent with other information we are aware of
from our audit of the financial statements. We are not required to consider, nor
have we considered, whether the statement on internal control covers all risks
and controls. We are also not required to form an opinion on the effectiveness of
the Council’s corporate governance procedures or its risk and control procedures.

Halton Borough Council
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We read other information published with the financial statements, and consider
whether it is consistent with the audited financial statements. This other
information comprises only the Explanatory Foreword and the Summary of the
Council’'s Accounts. We consider the implications for our report if we become
aware of any apparent misstatements or material inconsistencies with the
financial statements. Our responsibilities do not extend to any other information.

Basis of Audit Opinion

We conducted our audit in accordance with the Audit Commission Act 1998, the
Code of Audit Practice issued by the Audit Commission andAnternational

forming our opinion we also eva
information in the financial state

sent fairly, in accordance with
tement of Recommended Practlce on

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.

Halton Borough Council
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Under the Local Government Act 1999, the Council is required to prepare and
publish a Best Value Performance Plan summarising the Council’'s assessment of
its performance and position in relation to its statutory duty to make arrangements
to ensure continuous improvement in the way in which its functions are exercised,
having regard to a combination of economy, efficiency and effectiveness.

Auditor’s Responsibilities

We are required by the Audit Commission Act 1998 to be satisfied that proper
arrangements have been made by the Council for securing economy, efficiency
and effectiveness in its use of resources. The Code of Audjt’'Practice issued by

considered, whether all aspects of the Coune
economy, efficiency and effectiveness in jt

We are required by Section 7 of the Local Go ent Act 1999 to carry out an
audit of the Council’'s Best Value-RPerformance Rlan.and issue a report:

e stating whether we believe tha i Deen p epared and published in
accordance with statt

Best Value Performance Plan

We issued our statutory report on the audit of the Council’'s Best Value
Performance Plan for the financial year 2006/07 on 1st December 2006. We did
not identify any matters to be reported to the Council, and we made one
recommendation relating to quality control procedures followed when preparing
the Best Value Performance Plan for publication.

Halton Borough Council
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Certificate

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

Signature Date

Julian Farmer
District Auditor

Halton Borough Council
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Appendix 5 — Management
representation letter

Draft management representation letter (ISA+580)

To: Mr J Farmer
The Audit Commission

The Heath Business and Technical Park

Runcorn
Cheshire
WA7 4QF

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 Board and Committee
meetings, have been made available to you.

Related party transactions

We confirm the completeness of the information provided regarding the
identification of related parties.

Halton Borough Council
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The identity of, and balances and transactions with, related parties have been
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;

e there are no material commitments or contractual issués, 0ther than those

already disclosed in the financial statements; and
e no financial guarantees have been given to third

practice, likely to have a significant effe
Council

effect on the financial statements.

Post balance sheet events

Since the date of approval of the financial statements by The Business Efficiency
Board on 28th June 2007, no additional significant post balance sheet events
have occurred which would require additional adjustment or disclosure in the
financial statements.

Halton Borough Council
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Signed on behalf of Halton Borough Council

Signed
Name A. M . McDermott
Position Leader of the Council

Date

Signed
Name D. W. Parr
Position Chief Exécu

Date

Halton Borough Council
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Appendix 6 — 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 governance responsibilities.

Description of Misstatement value Adjusted

£000s >

Included revaluatlon galns in the calculation 1 277 e

The effect was to overstate gains on dispos

the Income and Expenditure Account and the
Statement of Movement on General Fund.

Correcting this misstatement nil overall

effect on balances @\\ \

fund
which in turn led to#

Services
overstatement di Edu n

Correcti is misstatement had a nil overall
effe o~

Halton Borough Council
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Appendix 7 — 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.

The Code criteria are linked to the use of resources assess
of enquiry (KLOES). A score of Level 2 or higher under th
assessment that the Council has adequate arrangements i
purposes of the Code criteria. The Code criteria an
in the table below.

Code Description \\\séiteria

Criteria /> et?

1 The body has put in place arrang m\er@ r setting, Yes
reviewing and implementing its strategi¢.and operational
objectives. ?e\\

2 The body has put in p channe }w@nication Yes
with service users and other s including
partners, re are monitoring arrangements to
ensure messages akout services are taken into
acco nm

3 Theb e ar\@ﬁgements for monitoring | Yes
and seruti nce,to identify potential
i Inst strategic objectives, standards and

ances a
ets, fortaking action where necessary, and reporting
/ tom rs.

The bo as lel place arrangements to monitor the | Yes
quality ofy its published performance information, and to

\report the 1 sults to members.

t (UoR) key lines

Es will result in an
place for the

inked KLOEs are show

5 N TM has put in place arrangements to maintain a Yes
\segn system of internal control.

6 Thev body has put in place arrangements to manage its | Yes
significant business risks.

7 The body has put in place arrangements to manage and = Yes
improve value for money.

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

Halton Borough Council
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The body has put in place arrangements to ensure that = Yes
its spending matches its available resources.

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

The body has put in place arrangements for the Yes
management of its asset base.

The body has put in place arrangements that are Yes
designed to promote and ensure probity and propriety in
the conduct of its business. A

Halton Borough Council



