Norwich City Council ITEM

SCRUTINY COMMITTEE

Briefing Paper for meeting to be held on 6 April 2006

District Audit’s draft Annual Audit & Inspection Letter for 2004/05
and draft Audit & Inspection Plan for 2006/07

At its meeting on 28 February, 2006 Council asked Scrutiny Committee to investigate
and report back to Council on why there was a serious deterioration in the budget
position during 2005/6 and how it can be avoided in the future.

The District Auditor’s draft Annual Audit and Inspection Letter 2004/5 and the draft Audit
and Inspection Plan for 2006/7 are attached as a basis for your review.
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Closing remarks

This Letter has been discussed and agreed with the Chief Executive and the
Acting Director of Finance. A copy of the Letter will be presented to the Executive
on 19 April 2006.

The Council has taken a positive and constructive approach to our audit and
inspection in difficult circumstances. We would like to take this opportunity to
express our appreciation of the Council’s assistance and co-operation.

Availability of this Letter

This Letter will be published on the Audit Commission’s website at
www.audit-commission.gov.uk and also on the Council’s website.

Susan Jewkes
Relationship Manager

Andy Perrin
District Auditor

March 2006

Norwich City Council
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Appendix 1 — Background to this Letter

The purpose of this Letter

This is our audit and inspection ‘Annual Letter’ for members which incorporates the
Annual Audit Letter for 2004/05, which is presented by the Council’s Relationship
Manager and District Auditor. The Letter summarises the conclusions and significant
issues arising from our recent audit and inspections of the Council.

We have issued separate reports during the year setting out the findings and
conclusions from the specific elements of our programme. These reports are listed at
Appendix 2 for information.

The Audit Commission has circulated to all audited bodies a statement that
summarises the key responsibilities of auditors. Our audit has been conducted in
accordance with the principles set out in that statement. What we say about the results
of our audit should be viewed in the context of that more formal background.

Appendix 3 provides information about the fee charged for our audit and inspections.

Audit objectives

Our main objective as your appointed auditor is to plan and carry out an audit that
meets the requirements of the Code of Audit Practice. We adopt a risk-based
approach to planning our audit, and our audit work has focused on your significant
financial and operational risks that are relevant to our audit responsibilities.

Central to our audit are your corporate governance arrangements. Our audit is then
structured around the three elements of our responsibilities as set out in the Code and
shown in Figure1.

Figure1 Code of Audit Practice
Code of practice responsibilities

Corporate
governance
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Accounts
e Opinion.

Financial aspects of corporate governance
Reviewing how effectively the Council ensures:

e financial standing;
e systems of internal financial control;

e standards of financial conduct and the prevention and detection of fraud and
corruption; and

e legality of transactions with significant financial consequences.

Performance management
e Use of resources.
e Performance information.

e Best Value Performance Plan.

Inspection objectives

7 Inspection work is based around section 10 of the Local Government Act 1999, which
requires us to carry out inspections and deliver reports that will:

e enable the Council and the public to judge whether best value is being delivered;
e enable the Council to assess how well it is doing;
e enable the Government to assess how well its policies are being implemented; and

¢ identify failing services where remedial action may be necessary.
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Appendix 2 — Audit and Inspection reports
issued

Table 3

Report title Date issued
Audit and Inspection Plan 2005/06 April 2005
Customer Access and User Focus May 2005

Repairs and Maintenance Service Inspection Report = May 2005

Interim Report on the 2004/05 financial statements October 2005
to those charged with governance (SAS 610)

Procurement Report November 2005
Opinion on the BVPP December 2005
Performance Management - Stage 1 Report December 2005
Risk Management Report March 2006
Annual Audit and Inspection Letter March 2006
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Appendix 3 — Audit and Inspection fee

Table 4 Audit fee update

Audit area Plan 2004/05 £ Actual 2004/05 £
Accounts 48,400 48,400*

Financial aspects of 28,900 28,900

corporate governance

Performance 61,700 61,700

Total Code of Audit 139,000 139,000

Practice fee

Additional voluntary work | Nil Nil
(under section 35)
Total 139,000 139,000

*The planned fee for the Accounts for 2004/05 was based on an anticipated
improvement in the processes for producing financial statements which has not
materialised. Our accounts audit is still in progress but our initial estimate of the
actual fee for 2004/05 indicates that it will be higher because of the late delivery
of the financial statements and incomplete working papers and the extra audit
work needed to track revisions to the accounts and deal with the issues arising.
Once our accounts audit work is completed we will inform your officers of any
additional fee that is required.

Inspection fee update
The full year inspection fee is £15,000.
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