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Summary

Summary

Purpose

1

Financial statements

4

Value for Money

5 We propose issuing an unqualified
securing economy, efficiency and effe

Next steps

6 We ask the Corpo

This report summarises the findings from our 2007/08 audit, which are substantially
complete. At the time of writing, work is still in progress in some areas, in particular:

e the Housing Revenue Account; and

e Funds, Balances and Reserves.

The report identifies the key issues that you should consi fore we issue our

opinion, conclusion and certificate.

me to our
| matters that

This report includes only matters of governance intere
attention in performing our audit. Our audit is not-designed to iden
might be relevant to you.

cial statements.

We expect to issue an unqualified opinion on t
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Financial statements and Annual Governance Statement

Financial statements and Annual
Governance Statement

7 The Council’'s financial statements and Annual Governance Statement are important

means by which the Council accounts for its stewardship of public funds. As members

of the Corporate Governance Committee you have final responsibility for the financial
statements and Annual Governance Statement. It is therefore important that you
consider our findings before you adopt the financial statements-and the Annual

Governance Statement.

8 In planning our audit we identified specific risks and a

ent that we have
in those areas.

e weaknesses in internal control; a
e certain other matters:

of judgement and audit risk that we have
s'are set out in Table 1.

Table 1 WWement and audit risk

Issue or risk

Finding

Changes in the SoRP specifically in
relation to accounting for financial
instruments and the revaluation reserve
may not be accurately reflected in the
financial statements.

The Council has implemented the changes
arising from the SoRP into the accounts.
Financial instruments and the revaluation
reserve are not materially misstated.

Somerset Waste Partnership - need to
consider whether this should be included
within the Council's group accounts.

We sought technical advice on this issue,
which confirmed the Council's own view
that the Partnership should not be included
in the Council's group accounts.

Transfer of assets to the Somerset Waste
Partnership- risk of incorrect accounting
treatment.

We found that the financial statements
were incorrectly showing a profit on the
disposal of these assets to the County
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Issue or risk Finding

Council - see the summary of adjustments
required to the accounts at Appendix 3.

Accounting treatment for up-front payment | These costs had been incorrectly charged

in 2007/08 to Southwest One in relation to | to work in progress rather than to fixed

the development of the SAP project. assets - see the summary of adjustments
required to the accounts at Appendix 3.

Revaluation of assets may not comply with | The valuation of assets was found to be
the SoRP requirements. materially correct.

Before we issue our opinion, auditing standardsrequire us to obtainfrom you and
management, written representations that:

you acknowledge your collective responsibility for preparing financial statements in
accordance with the applicable financial reporting framework;

you have approved the financial statements;

you acknowledge your responsibility-for the design.and implementation of internal
controls to prevent and detect fraud and-error;

you have told me the results of your assessment-of the risk that the financial
statements might be materially misstated because of fraud,;

you have told me about any actual or suspected fraud by management, employees
with significant roles in internal control\or'\others (where the fraud could have a
material impact on.the financial statements);

you havetold me of any allegations of fraud, or suspected fraud, affecting the
financiat-statements communicated by employees, former employees, regulators or
othefs;

you have told me about all Known actual or possible non-compliance with laws and
regulations whose |effects should be considered when preparing financial
statements;

you are satisfied that all related parties requiring disclosure in the financial
statements-have been disclosed and that the disclosure is adequate; and

cover areas where other sufficient appropriate evidence cannot reasonably be
expected to exist, for example the completeness of the disclosure of contingent
liabilities.

Appendix 1 contains the draft of the letter of representation we seek from you.
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We considered the qualitative aspects of your financial reporting and have not
identified any significant issues to raise with you.

We identified one material and three non-trivial errors in the financial statements.
These are summarised in Appendix 3. Officers have agreed to adjust the accounts for
these errors, and will be presenting revised financial statements to the Corporate
Governance Committee for adoption.

The Council should review its accounts closure processes to reduce
the risk of material and other errors appearing within the statements
presented for audit.

We plan to issue an unmodified report including an.ungualified opinion on the financial
statements. Appendix 2 contains a copy of our draft report.

We have identified the following matters that we wish-to bring to your attention.

Issue or risk Finding

Council tax system - testing of key We identified the following control

controls. weaknesses for 2007/08 in the Council tax
system:

There was substantial slippage on the
planned programme of inspections of
council tax exemptions.

No evidence was available of the Council
carrying out sample checks on council tax
bills before these were issued.

The number of bills posted had not been
reconciled fully to the number of bills
printed.
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The Council should ensure that the control weaknesses we have noted in
the Council Tax system are addressed.

We have identified the following matter that we require you to consider.

Issue or risk

The working balance on the Council's
General Fund fell from £1.28 million
at 31.3.2007 to £0.645 million at
31.3.08

Finding

Supplementary estimates were approved for
the key items of additional expenditure
arising during the year, and the revenue
outturn was very close to the revised budget.
In addition, following the Council's review of
earmarked balances, completed near the
year-end, a total of £583,000 has been
returned to the General Fund balance,
bringing it back to £1.277 million.
Nevertheless, in the medium term the
Council faces significant pressures on both
the General Fund and the Housing Revenue
Account.

The Council needs to continue to monitor closely its financial position, both
on the General Fund and the Housing Revenue Account.
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Value for money

Value for money

18 We are required to conclude whether the Council has put in place adequate corporate
arrangements for securing economy, efficiency and effectiveness in its use of
resources. We assess your arrangements against seven criteria specified by the
Commission. Our conclusion is informed by our work on Use of Resources, a scored
judgement reported to the Audit Commission.

19 We have assessed the arrangements of the Council as adequate'in all twelve areas

and we therefore propose to issue an unqualified conclusio
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Formal audit powers

Formal audit powers

20 We have:

e apower to issue a public interest report. We do so where we believe this is
necessary to draw a matter to your attention, or to that of the public;

e apower to apply to court for a declaration that an item in the Council’'s accounts is
contrary to law;

e apower to issue an advisory notice. An advisory notice re es the Council to
meet and consider the notice before:

— making a decision that might give rise to unlawl

Corporate Governance Committee, 30 SEP 2008, Item no. 5, Pg 9



The Code of Audit Practice and the Audit Practice Board’s (APB) Ethical Standards
with which auditors must comply require that auditors act, and are seen to act, with
integrity, objectivity and independence.

We confirm that we comply with the APB’s Ethical Standards, that we are independent
and that our objectivity is not compromised.

We communicate to you:

any relationships between us and the Council, its members and senior
management that might affect our objectivity and indepéndence and any
safeguards put in place;

total fees charged to you for audit and non-auditServices; and
our arrangements to ensure independence and objectivity.

We have identified no relationships that might affect ebjectivity and independence.

We reported our fee proposals as part of the Audit Plan for2007/08. The table below
reports the outturn fee against that plan.

Plan 2007/08 Actual 2007/08

i £

Financial statements and Annual Governance 58562 62,650
Statement

Whole of Government Accounts 2,032 2,032
Value for Money 25,886 29,886
Total Audit Fees 86,480 94,568
National Fraud Initiative 625 625
Inspection (net of DCLG grant) 5,900 5,900

The analysis above shows that our actual audit fee was £8,088 greater than that
shown in our original plan. The reasons for this increase are as follows:

We were required to carry out additional testing on the Council's new rent system,
introduced part-way through the year, in order to obtain adequate assurance for
the opinion - additional fee of £4,088.
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We agreed with the Council's officers and those of Somerset County Council that
we would carry out a joint review of the implementation of the South West One
project - additional fee of £4,000.

We have comprehensive procedures to ensure independence and objectivity. These
are outlined in Table 5.

Area

Independence
policies

Code of Conduct

Confidentiality

Arrangements

Our policies and procedures ensure that professional staff or an
immediate family member:

do not hold a financial interest in any of our audit clients;

may not work on assignments if they have a financial interest
in the client or a party to the transaction or if they have a
beneficial interest in a trust holding a financial position in the
client; and

may not enter into business relationships with UK audit clients
or their affiliates.

Our procedures also cover the following topics and can be
provided to you on request:

the general requirement to carry out work independently and
objectively;

safeguarding against potential conflicts of interest;

acceptance of additional (non-audit) work;

rotation of key staff;

other links with audited bodies;

secondments;

membership of audited bodies;

employment by audited bodies;

political activity; and

gifts and hospitality.
The Code of Conduct forms part of the terms and conditions of all
Audit Commission employees. The Code of Conduct states that

staff have to comply with ethical guidance issued by their relevant
professional bodies.

All staff are required to sign an annual undertaking of
confidentiality as a condition of employment.
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Appendix 1 — Draft management representation letter (ISA+580)

Appendix 1 — Draft management
representation letter (ISA+580)

Brian Bethell
District Auditor
Westward House
Lime Kiln Close
Stoke Gifford
Bristol

BS34 8SR

you in connection with your audit of the
31 March 2008

| acknowledge my responsibiti
financial statements whi

authorities for preparing the
of making accurate representations to you.

Supporting recordg

All the accounting reco ade available to you for the purpose of your audit
and all the transactions ne

The identity of, a

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:

« there is no significant pending or threatened litigation, other than those already
disclosed in the financial statements; and

e there are no material commitments or contractual issues, other than those already
disclosed in the financial statements; and
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no financial guarantees have been given to third parties.

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 Council.

The following have been properly recorded and, when appropriate, adequately disclosed in
the financial statements:

losses arising from sale and purchase commitments;
agreements and options to buy back assets previous)y sold; and

assets pledged as collateral.

| acknowledge my responsibility for the design and’implementation of internal control
systems to prevent and detect error.

There have been no:

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, financCial reporting practices which could have a material effect on
the financial statements.

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 thefinancial statements.

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

Signed on behalf\of Taunton Deane Borough Council
Signed
Name

Position
Date
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Appendix 2 Independent auditor’s report to the Members of Taunton Deane Borough
Council

Appendix 2 Independent auditor’s
report to the Members of Taunton
Deane Borough Councll

Opinion on the financial statements
| have audited the Authority and Group accounting statements a
Taunton Deane Borough Council for the year ended 31 Marck

elated notes of
08 under the Audit

This report is made solely to the me
accordance with Part Il of the Audit C

counting in the United Kingdom 2007 are set
ibilities for the Statement of Accounts.

Kingdom 2007:

¢ the financial position of the Authority and its income and expenditure for the year;
and

¢ the financial position of the Group and its income and expenditure for the year.

| review whether the governance statement reflects compliance with ‘Delivering Good
Governance in Local Government: A Framework’ published by CIPFA/SOLACE in June
2007. | report if it does not comply with proper practices specified by CIPFA/SOLACE or if
the statement is misleading or inconsistent with other information | am aware of from my
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audit of the financial statements. | am not required to consider, nor have | considered,
whether the governance statement covers all risks and controls. Neither am | required to
form an opinion on the effectiveness of the Authority’s corporate governance procedures
or its risk and control procedures.

| read other information published with the Authority and Group accounting statements,
and consider whether it is consistent with the audited Authority and Group accounting
statements. This other information comprises the Explanatory Foreword. | consider the
implications for my report if | become aware of any apparent misstatements or material
inconsistencies with the Authority and Group accounting statements. My responsibilities do
not extend to any other information.

| 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 diselosures in the Authority and
Group accounting statements and related notes:.It also includes an assessment of the
significant estimates and judgments made by the Autherity/in the preparation of the
Authority and Group accounting statements and related notes, and of whether the
accounting policies are appropriate to.the Authority’s cireumstances, consistently applied
and adequately disclosed.

| planned and performed my audit so as to obtain dll the-infermation and explanations
which | considered necessary in order to provide me with sufficient evidence to give
reasonable assurance thatthe Authority and Group accounting statements and related
notes are free from material misstatement, whether caused by fraud or other irregularity or
error. In forming my epinion | also evaluated the overall adequacy of the presentation of
information in the Authority~and Group-accounting statements and related notes.

In my<Qpinion:

The Authority financial statements present fairly, in accordance with relevant legal
and regulatory requirements and the Statement of Recommended Practice on
Local Authority Accounting in the United Kingdom 2007, the financial position of
the Authority.as at 31March 2008 and its income and expenditure for the year then
ended; and

The Group financial statements present fairly, in accordance with relevant legal
and regulatory requirements and the Statement of Recommended Practice on
Local Authority Accounting in the United Kingdom 2007, the financial position of
the Authority as at 31March 2008 and its income and expenditure for the year then
ended.
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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 regularly to review the adequacy and effectiveness of these
arrangements.

| am required by the Audit Commission Act 1998 to be satisfied that proper arrangements
have been made by the Authority for securing economy, efficiency and effectiveness in its
use of resources. The Code of Audit Practice issued by the Audit Commission requires me
to report to you my conclusion in relation to proper arrangements, having regard to
relevant criteria specified by the Audit Commission for principal local authorities. | report if
significant matters have come to my attention which prevent me from'conegluding that the
Authority has made such proper arrangements. | am not required to consider, nor have |
considered, whether all aspects of the Authority’s arfangements for securing economy,
efficiency and effectiveness in its use of resources are operating effectively.

| 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 allsignificapt respects, Taunton Deane
Borough Council made proper arrangements to secure economy, efficiency and
effectiveness in its use of resources for the year ending 3¥'March 2008.

| have issued our statutory report/ory the audit of\the authority’s best value performance
plan for the financial year.2007/08 on 3 December 2007. | did not identify any matters to
be reported to the authority~ahd did not make any recommendations on procedures in
relation to theplan

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

Brian Bethell
District Auditor

Audit Commission
Westward House
Lime Kiln Close
Stoke Gifford
Bristol BS34 8SR

30 September 2008
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Appendix 3 Summary of adjustments

Appendix 3 Summary of
adjustments

29

30

31

32

Losses on disposal of fixed assets of £743,000, mainly in respect of the transfer of
waste assets to Somerset County Council on the establishment of the Somerset Waste
Partnership from October 2007, were shown in the financial statements as a gain. This
had no effect on the General Fund Balance, as such gains or losses are reversed out
through the Statement of Movement on General Fund Balap

by the Council on 31 March in resp
bin and collection service.
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Appendix 4 — Action Plan

Appendix 4 — Action Plan

Page |[Recommendation Priority |Responsibility |Agreed Comments Date
no. 1=Low
2 =Med
3 =High
6 |R1 The Council should review its accounts
closure processes to reduce the risk of
material and other errors appearing within
the statements presented for audit.
7 |R2 The Council should ensure that the control
weaknesses we have noted in the Council
Tax system are addressed.
7 |R3 The Council needs to continue to monitor

closely its financial position, both on the
General Fund and the Housing Revenue
Account.
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