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The Audit Commission is a public corporation set up in 

1983 to protect the public purse.

The Commission appoints auditors to councils, NHS 

bodies (excluding NHS Foundation trusts), police 

authorities and other local public services in England, 

and oversees their work. The auditors we appoint are 

either Audit Commission employees (our in-house 

Audit Practice) or one of the private audit firms. Our 

Audit Practice also audits NHS foundation trusts under 

separate arrangements.  

We also help public bodies manage the financial 

challenges they face by providing authoritative, 

unbiased, evidence-based analysis and advice. 
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Ladies and Gentlemen 

2010/11 Annual Governance Report

I am pleased to present the results of my audit work for 2010/11. 

I discussed and agreed a draft of my report with the Chief Executive and 

Corporate Director Finance & Efficiency on 13 September 2011 and will 

update it as the final outstanding issues are resolved. 

My report sets out the key issues that you should consider before I complete 

the audit.  

It asks you to: 

! consider the matters raised in the report before approving the financial 

statements; 

! note the adjustments to the financial statements set out in this report 

(appendix 2);  

! agree to adjust the errors in the financial statements I have identified, 

which management has declined to amend or set out the reasons for 

not amending the errors (appendix 3);  

! approve the letter of representation for the Council before I issue my 

opinion and conclusion (appendix 4); and 

! agree your response to the proposed action plan (appendix 6).  

 

 

Yours faithfully 

 

 

Maria Grindley 

District Auditor 

Date 16 September 2011 
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Key messages 

This report summarises the findings from the 2010/11 audit which is 

substantially complete. It includes the messages arising from my audit 

of your financial statements and the results of the work I have 

undertaken to assess your arrangements to secure value for money in 

your use of resources. 

Table 1: Key messages  
 

Financial statements Results

Audit opinion on the financial 

statements 

I propose to issue an 

unqualified opinion 

Internal control  I found no significant 

deficiencies I need to report 

Value for money Results

Value for money conclusion I propose to issue an 

unqualified conclusion on your 

arrangements to secure value 

for money  

Financial statements 

1 Subject to clearance of outstanding issues (set out in paragraph 31) I 

expect to issue an unqualified opinion by 30 September 2011. 

2 Key issues arising from the audit are: 

! Review of the Council's treatment of the provision for bad debts on 

investments with Icelandic banks; 

! Adjustment of £78m in the lease disclosure note; 

! Delays in providing restated IFRS compliant financial statements; 

! Financial statements and notes needing additional work and 

explanation in order to gain assurance and reconcile them. 

3 Overall the audit has gone well with good cooperation from the finance 

team. It has been a challenging year with the introduction of IFRS and 

staffing changes during the year. Performance has improved and a good 

indicator of this is that there are fewer uncorrected errors set out in 

Appendix 3. A comparison with prior years shows an improving trend. 
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4 Whilst there has been an improvement on last year there is more to do 

to ensure that the accounts and working papers are prepared to the 

standard required and eliminate the need for additional audit work and 

resulting fee. I had to do additional work on the IFRS restated accounts. I 

have also had to do extra work on agreeing the financial statements to the 

trial balance and ledger. The audit also took longer than planned due to the 

supporting working papers, in particular spreadsheets not containing 

adequate narrative explanation and in some cases not agreeing to the notes 

in the financial statements. 

Value for money 

5 I assessed the risk of giving a wrong value for money conclusion as low. 

I identified no significant risks and did not undertake any risk based value 

for money work. I propose to give an unqualified value for money 

conclusion. 

Audit fees 

6 An extra fee of £8,000 has been charged on top of the original fee of 

£200,000 for the extra time and work we spent on IFRS restatement work. 

Audit fees in previous years have been higher, the fee for 2009/10 was 

£227,000 and in 2008/09 was £273,032. An additional fee will be required 

for the extra work I have had to do on agreeing the accounts to the trial 

balance and ledger and for the extra time spent agreeing figures in the 

accounts to supporting working papers. I will inform you of this additional fee 

once the audit is completed. 

7 I reduced the audit fee in 2010/11 on the expectation that there would 

be further efficiency savings and improvements to the financial statements, 

supporting notes and working papers. Whilst there have been improvements 

on last year I have had to undertake additional work. 

Independence

I can confirm that I have complied with the Audit Practice Board's ethical 

standards for auditors, including ES 1 (revised) - Integrity, Objectivity and 

Independence. I identified the following threat to independence which I need 

to bring to your attention. The spouse of my Team Leader works for City 

works. I applied the following safeguard that reduced this threat to 

independence an acceptably low level, my Team Leader does not do any 

audit work on City Works or on their payroll.

8 The Audit Commission's Audit Practice has not undertaken any  

non-audit work for the Council during 2010/11.  
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Next steps 

This report identifies the key messages that you should 

consider before I issue my financial statements 

opinion, value for money conclusion, and audit closure 

certificate. It includes only matters of governance 

interest that have come to my attention in performing 

my audit. My audit is not designed to identify all 

matters that might be relevant to you.  

9 I ask the Audit and Governance Committee to: 

! consider the matters raised in the report before approving the financial 

statements; 

! take note of the adjustments to the financial statements which are set 

out in this report (appendix 2); 

! consider to adjust the errors in the financial statements I have identified 

that management has declined to amend or set out the reasons for not 

amending the errors (appendix 3 table 7); 

! approve the letter of representation for the Council before I issue my 

opinion and conclusion (appendix 4); and 

! agree your response to the proposed action plan (appendix 6). 
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Financial statements 

The Council's financial statements and annual 

governance statement are important means by which 

the Council accounts for its stewardship of public 

funds. As Council members you have final 

responsibility for these statements. It is important that 

you consider my findings before you adopt the 

financial statements and the annual governance 

statement.

Opinion on the financial statements 

10 Subject to satisfactory clearance of outstanding matters, I plan to issue 

an audit report including an unqualified opinion on the financial statements. 

Appendix 1 contains a copy of my draft audit report. 

Key areas of judgement and audit risk 

11 In planning my audit I identified specific risks and areas of judgement 

that I have considered as part of my audit.  

Table 2: Key areas of judgement and audit risk 
 

Issue or risk Finding

International 

Financial 

Reporting 

Standards 

(IFRS). 

The Council's preparation of IFRS restated accounts for 

2009/10 did cause me some concern.  

It was agreed at the January Audit and Governance 

Committee that the Council would produce IFRS 

compliant restated 2009/10 financial statements by 21 

February 2011. These were received late. 

The delays and having to redo some of our early work 

resulted in extra time being spent on the audit and an 

extra fee of £8,000 has been charged. 

I have now completed my work on the restatement and 

no material errors were identified. My recommendations 

relating to this work have been included in my interim 

memo. 
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Issue or risk Finding

Accounts close 

down and 

accurate 

preparation of 

the financial 

statements 

Performance has improved in 2010/11. The working 

papers, whilst needing further improvement, were better 

than those provided last year and my working paper 

requirement has been followed. 

The speed and quality of response to audit queries has 

improved. 

But : 

! errors discovered and adjusted by the Council 

delayed the start of the audit; 

! ledger clearance proved time-consuming - and we 

had one false start on this; 

! there was a lack of narrative to explain links 

between supporting spreadsheets - this is essential 

to explain the information contained and how this 

links to other working papers; 

! a number of the working papers did not support the 

figures in the accounts and I had to raise additional 

queries to obtain the assurance I required; 

! sometimes the initial response to our audit queries 

did not fully address the point being raised but in 

fact resulted in further queries. 

The additional time taken by my team will result in an 

additional fee. 

The 

government's 

Spending 

Review which 

requires every 

council across 

the country to 

make large 

financial 

savings. 

The Council has made plans to make significant savings 

through its Medium Term Financial Strategy and is 

working in partnership with other local public bodies to 

manage the impact of the budget cuts. 

Errors in the financial statements  

12 Corrected errors are shown in appendix 2.  

13 Uncorrected errors are shown in appendix 3.  
 

Recommendation

R1 Better attention to detail and review of supporting working papers is 

needed to improve the efficiency of the audit by reducing the amount 

of queries I have had to raise. This would save officer time and reduce 

the need for additional fees in future. 
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Important weaknesses in internal control  

Control environment 

14 My review of the control environment has not revealed any issues that 

may lead to a material misstatement of the financial statements.  

15 I identified control weaknesses around the monthly reconciliations. This 

meant that I could not place reliance on them and I had to complete more 

substantive testing at the year end. 

Material information systems - key controls 

16 The table below summarises my findings on all material information 

systems and whether I was able to place reliance on the key controls within 

them or had to undertake more substantive testing during the opinion audit:  

Table 3: System findings 

 

System Findings Impact on opinion work 

Capital There were few evidenced controls in place in 

the system that I could place any reliance on. 

The only evidenced controls were those over the 

authorisation of invoices for additions 

Substantive year end 

testing of fixed assets. 

General ledger Control weaknesses identified: 4 out of 45 

journals tested by Internal Audit were not 

authorised before input; not all the monthly 

reconciliations have been produced promptly or 

reviewed or had reconciling differences 

investigated; the bank reconciliation had 

uncleared reconciling items from up to 1 year 

ago; the suspense account had not been 

reviewed or cleared. 

I used the high risk testing 

factor, which means more 

testing, for testing of year 

end journals and I 

substantively tested the 

year end bank 

reconciliation and feeder 

systems. 

Accounts 

payable (AP) 

There was a difference of £2,635 on the 

December 2010 reconciliation between 

Accounts Payable system and the GL. This has 

now been cleared. The control should work as 

intended throughout the year. As this was not 

the case I was not able to rely on this as a 

control for our work on the AP system. 

I substantively tested the 

year end AP 

reconciliation. 

Housing rents Monthly reconciliations of the Tenant’s control 

account are produced but no evidence of review 

was recorded. 

 

I substantively tested at 

year end. 

Housing 

benefits 

No evidence of the operation of controls is kept. 

No evidence of review of the input of parameters 

onto the housing benefit system. This has been 

Parameters and accuracy 

of housing benefit 

payments will be 
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System Findings Impact on opinion work 

kept for 2011/12 parameters. 

 

No evidence of review on the Housing Benefits 

payments to the GL. There was also an 

unreconciled difference. 

 

I found some improvement from our review last 

year: there are now regular quality reviews of 

assessor’s work and we can rely on these for 

assurance over some parts of the system.  

substantively tested as 

part of the grant claim 

audit.  

 

 

Year end reconciliation of 

Academy was 

substantively tested. 

Payroll I found no weaknesses in the controls operating 

over the system: 

Control checks had been carried out to ensure 

that information from the outgoing payroll 

system was transferred over to the new system.  

Whilst the 2 systems were being run in parallel, 

a full reconciliation was performed.  

I also found the monthly reconciliation between 

payroll and General Ledger is being reviewed 

and signed off each month, and monthly 

exception reports are being reviewed and 

approved each month. 

I was able to rely on 

controls. 

Car parking There was a backlog of the reconciliation 

between cash taken and car park machine 

printouts. Reconciliations from November 2010 

were not performed until February 2011.  

The backlog has now been cleared. 

I also reviewed the Council’s review of the 

impact of the uncovered fraud.  An estimate of 

income lost is £7,000. This is not material. 

I was able to rely on 

controls. 

Accounts 

receivable 

There are controls in place around the raising of 

sales orders and invoices.  

I found that monthly reconciliations of AR to GL 

have not been fully reconciled or reviewed for all 

months. 

I substantively tested year 

end reconciliations. 

Treasury 

management 

Weakness in controls identified: lack of checking 

of authorised investments back to the 3rd party 

documentation for part of the year. 

I substantively tested 

investments. 

Council tax There are weaknesses in controls: monthly 

reconciliations have not been performed 

effectively. There are unreconciled differences. 

I substantively tested year 

end reconciliation. 

NNDR Weaknesses have been identified with the I substantively tested year 
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System Findings Impact on opinion work 

monthly reconciliations.  

There was no evidence that the system 

parameters had been checked once input. 

Controls were found to be in place around the 

checking of Valuation Officer reports to the 

system and implementing the required changes. 

end reconciliation. 

 

I substantively checked 

parameters. 

Source: Interim audit work 

17 Matters arising from our interim work have been reported to the Council 

and a response to the recommendations in our action plan has been 

received. 

18 These weaknesses are only those I identified during the audit that are 

relevant to preparing the financial statements. I am not expressing an 

opinion on the overall effectiveness of internal control. 

Recommendation

R2 The Council should check on the implementation of the 

recommendations made in our interim report. 

Quality of your financial statements  

19 I consider aspects of your accounting practices, accounting policies, 

accounting estimates and financial statement disclosures. Overall the 

quality of the financial statements and supporting working papers is much 

improved reflecting the hard work of the finance team. Your accounts were 

also selected by our technical team for review (they review about 30 to 40 

sets a year to check compliance with disclosure requirements) and no 

significant concerns or omissions were identified. I provided our working 

paper requirements which set out how I need you to structure working 

papers and these were followed.  

20 The next step would be to ensure that the spreadsheets provided 

contain a narrative explaining how they have been constructed and how 

they link to other working papers. This would reduce the time we need to go 

back and seek explanations. There were still found in some cases that the 

supporting information did not agree directly to the disclosures in the 

accounts and further work was required to provide and review the 

explanation and any additional working paper. 

21 Table 4 summarises the issues I want to raise with you.  

Table 4: Quality of the financial statements 
 

Issue Finding

The Trial Balance and financial Agreeing the trial balance, which is 
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Issue Finding

statements were received on 11 

July.  The Council sent a new 

version on 18 July. Extra time was 

spent trying to agree version 1 and 

then to redo the work on version 2. 

It took extra 4-5 days for the all the 

figures included in the primary 

statements (CIES,BS & HRA) to be 

agreed back to the trial balance.  

This is because many of the 

individual codes are allocated out 

to different areas and there are a 

number of adjustments to reach the 

final figures.  This is made more 

complex due to manual entries and 

the use of over 10 different 

worksheets. This needs to be 

simplified for the coming year. 

a key test to demonstrate the 

integrity of the accounts, proved 

time consuming and complex. 

The additional time taken by my 

team will result in an additional fee. 

It is difficult to navigate between the 

spreadsheets provided in the 

working papers. 

Ensure that the spreadsheets 

provided contain a narrative 

explaining how they have been 

constructed and how they link to 

other working papers. This would 

save time by reducing the time we 

need to go back and seek 

explanations. 

A bank account with a value of 

£13,000 was not included in the 

final accounts. 

This is the second year running that 

a bank account has been left out of 

the accounts. 

I found a number of errors when 

performing cut off testing. The 

Council undertook additional work 

and was able to demonstrate that 

the actual error was £47,000.  

Review cut off testing to ensure 

accuracy. 

 

Recommendation

R3 Simplify the process for agreeing the ledger to the trial balance and 

then agreeing this to the financial statements. 

R4 Provide a narrative explanation for related spreadsheets to make it 

easier to follow the thought process of the preparer. Sample check 

supporting information to the disclosures in the financial statements to 

ensure that they agree. Provide an explanation for any variance. 
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Recommendation

R5 Include all bank accounts in the financial statements 

R6 Review cut-off prior to presenting the accounts to audit. 

Significant matters that were discussed or subject to correspondence 

with management 

22 I have discussed with the Council the impact of IAS39 and LAAP 

Bulletin 82 update 4 issued by CIPFA in May 2011 in relation to the 

treatment of Icelandic bank deposits.  

23 IAS 39 requires Councils to come to a 'best estimate' based on 

information available to them and LAAP Bulletin 82 provided advice on 

estimating the impairments to be recognised in relation to deposits in 

Icelandic banks.  

24 The updated LAAP Bulletin reported an Icelandic court decision of 1 

April 2011. The court confirmed that local authorities’ claims against Glitnir 

and Landsbanki banks qualified for priority under Article 112 of the Icelandic 

Bankruptcy legislation. LAAP bulletin Update 4 therefore recommends that 

100% repayment in December 2011 is used as the best estimate.  

25 These decisions are being appealed in the Icelandic Supreme Court 

and the Council have taken the view that it would not be prudent to assume 

this and have maintained the impairment. 

26 I received the Council's response and I am comfortable that the 

explanation provided that supports the Council's best estimate of the liability 

and this is in line with IAS 39. 

27 I have also discussed with officers a property, Ramsey House with a 

value of £2.2m, included in assets held for sale and I am seeking more 

evidence to show that this categorisation is appropriate as assurance that 

the requirements of IFRS 5 are met. 

Other matters relevant to the financial reporting process

28 My work is nearly complete and I am waiting for responses in a number 

of areas and once I have satisfactory responses I will complete outstanding 

work. I will also update Members at the Audit and Governance Committee 

meeting on progress with these matters and any resulting additional issues 

or changes to the issues in this report. I am waiting response for a number 

of items and have received responses to some as this report was being 

prepared for papers and I am now reviewing these. Outstanding issues 

include: 

! Disclosure checklist – queries emailed to Finance Team and I will 

discuss queries outstanding with the Finance Team. 

! Supporting notes 2008/9 and 2009/10 – waiting to receive remainder of 

the supporting documentation. 
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! Note 33 Revenue grants - Information now supplied and I am reviewing 

it.  

! Capital grants RIA – Information now supplied and I am reviewing it. 

! Usable and Unusable reserves – Information now supplied and I am 

reviewing it. 

! Part of short term debtors testing - I have now received a council tax 

system report to confirm year debit position and I am reviewing it. 

Letter of representation  

29 Before I issue my opinion, auditing standards require me to ask you and 

management for written representations about your financial statements and 

governance arrangements. Appendix 4 contains the draft letter of 

representation. 
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Value for money 

I am required to conclude whether the Council put in 

place proper corporate arrangements for securing 

economy, efficiency and effectiveness in its use of 

resources. This is known as the value for money 

conclusion.  

30 I assess your arrangements to secure economy, efficiency and 

effectiveness in your use of resources. The Commission has specified two 

criteria that I assess performance against: 

! securing financial resilience – whether the Council is managing its 

financial risks to secure a stable financial position for the; and 

! challenging how the Council secures economy, efficiency and 

effectiveness – whether the Council is prioritising its resources within 

tighter budgets and improving productivity and efficiency. 

31 My conclusion on each of the two areas is the Council had proper 

arrangements in place. I intend to issue an unqualified conclusion stating 

that the Council had satisfactory arrangements to secure economy, 

efficiency and effectiveness in the use of resources. Appendix 1 contains 

my draft report. 

Report by exception  

32 The Audit Commission requires me to report by exception where 

significant matters come to my attention, which I consider to be relevant to 

proper arrangements to secure economy, efficiency and effectiveness in 

your use of resources.  

33 There are no issues I wish to bring to your attention. 
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Appendix 1  Draft independent auditor's report 
to Members of Oxford City Council 

INDEPENDENT AUDITOR’S REPORT TO THE 
MEMBERS OF OXFORD CITY COUNCIL 

Opinion on the Authority accounting statements 

I have audited the accounting statements of Oxford City Council for the year 

ended 31 March 2011 under the Audit Commission Act 1998. The 

accounting statements comprise the Movement in Reserves Statement, the 

Comprehensive Income and Expenditure Statement, the Balance Sheet, the 

Cash Flow Statement, the Housing Revenue Account and the Collection 

Fund and related notes. These accounting statements have been prepared 

under the accounting policies set out in the Statement of Accounting 

Policies. 

This report is made solely to the members of Oxford City Council in 

accordance with Part II of the Audit Commission Act 1998 and for no other 

purpose, as set out in paragraph 48 of the Statement of Responsibilities of 

Auditors and Audited Bodies published by the Audit Commission in March 

2010. 

Respective responsibilities of the Corporate Director Finance & 

Efficiency and auditor 

As explained more fully in the Statement of Responsibilities the Corporate 

Director Finance & Efficiency, as the chief financial officer, is responsible for 

the preparation of the Authority’s Statement of Accounts in accordance with 

proper practices as set out in the CIPFA/LASAAC Code of Practice on Local 

Authority Accounting in the United Kingdom. My responsibility is to audit the 

accounting statements in accordance with applicable law and International 

Standards on Auditing (UK and Ireland). Those standards require me to 

comply with the Auditing Practice’s Board’s Ethical Standards for Auditors. 

Scope of the audit of the financial statements 

An audit involves obtaining evidence about the amounts and disclosures in 

the accounting statements sufficient to give reasonable assurance that the 

accounting statements are free from material misstatement, whether caused 

by fraud or error. This includes an assessment of: whether the accounting 

policies are appropriate to the Authority’s circumstances and have been 

consistently applied and adequately disclosed; the reasonableness of 

significant accounting estimates made by the Authority; and the overall 

presentation of the accounting statements. I read all the information in the 

explanatory foreword to identify material inconsistencies with the audited 
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accounting statements. If I become aware of any apparent material 

misstatements or inconsistencies I consider the implications for my report. 

Opinion on accounting statements 

In my opinion the accounting statements: 

! give a true and fair view of the state of Oxford City Council's affairs as at 

31 March 2011 and of its income and expenditure for the year then 

ended; and 

! have been properly prepared in accordance with the CIPFA/LASAAC 

Code of Practice on Local Authority Accounting in the United Kingdom. 

Opinion on other matters 

In my opinion, the information given in the explanatory foreword for the 

financial year for which the accounting statements are prepared is 

consistent with the accounting statements. 

Matters on which I report by exception 

I have nothing to report in respect of the governance statement on which I 

report to you if, in my opinion the governance statement does not reflect 

compliance with ‘Delivering Good Governance in Local Government: a 

Framework’ published by CIPFA/SOLACE in June 2007. 

Conclusion on Authority’s arrangements for securing economy, 

efficiency and effectiveness in the use of resources 

Authority’s responsibilities 

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 to review regularly the 

adequacy and effectiveness of these arrangements. 

Auditor’s responsibilities 

I am required under Section 5 of the Audit Commission Act 1998 to satisfy 

myself that the Authority has made proper arrangements 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 relating to proper arrangements, having regard to relevant 

criteria specified by the Audit Commission. 

I report if significant matters have come to my attention which prevent me 

from concluding that the Authority has put in place proper arrangements for 

securing economy, efficiency and effectiveness in its use of resources. I am 

not required to consider, nor have I considered, whether all aspects of the 

Authority’s arrangements for securing economy, efficiency and effectiveness 

in its use of resources are operating effectively. 
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Basis of conclusion 

 

I have undertaken my audit in accordance with the Code of Audit Practice, 

having regard to the guidance on the specified criteria, published by the 

Audit Commission in October 2010, as to whether the Authority has proper 

arrangements for: 

! securing financial resilience; and 

! challenging how it secures economy, efficiency and effectiveness. 

The Audit Commission has determined these two criteria as those 

necessary for me to consider under the Code of Audit Practice in satisfying 

myself whether the Authority put in place proper arrangements for securing 

economy, efficiency and effectiveness in its use of resources for the year 

ended 31 March 2011. 

I planned my work in accordance with the Code of Audit Practice. Based on 

my risk assessment, I undertook such work as I considered necessary to 

form a view on whether, in all significant respects, the Authority had put in 

place proper arrangements to secure economy, efficiency and effectiveness 

in its use of resources. 

Conclusion

On the basis of my work, having regard to the guidance on the specified 

criteria published by the Audit Commission in October 2010, I am satisfied 

that, in all significant respects, Oxford City Council put in place proper 

arrangements to secure economy, efficiency and effectiveness in its use of 

resources for the year ending 31 March 2011. 

Certificate

I certify that I have completed the audit of the accounts of Oxford City 

Council in accordance with the requirements of the Audit Commission Act 

1998 and the Code of Audit Practice issued by the Audit Commission. 

 

 

 

Maria Grindley 

Officer of the Audit Commission 

Audit Commission 

Unit 5 ISIS Business Centre  

Horspath Road 

Oxford OX4 2RD 

Xx September 2011 
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Appendix 2  Amendments to the draft financial 
statements  

I identified the following misstatements during my audit and management 

have adjusted the financial statements. I bring them to your attention to help 

you in fulfilling your governance responsibilities. 

Table 5: Adjustments with impact on the comprehensive income and 

expenditure statement and balance sheet 
 

Adjusted

mis-

statement

Comprehensive income 

and expenditure 

statement

Balance sheet 

 Dr £'000 Cr £'000 Dr £'000 Cr £'000 

Description Account 

entry and 

value 

  Account 

entry and 

value 

Note 19 
Assets Held 
For Sale 
includes 
items which 
were sold 
before year 
end. 
Assets 
overstated 

 767,000 767,000  

     

Source: Audit work 2010/11 

Table 6: Adjustments with no impact on the comprehensive income 

and expenditure statement and balance sheet 

 

Note Adjusted mis-statement Impact on note 

11  Area based grant 

missing from note: 

Taxation and non-

specific grant income 

 
Taxation and non-
specific grant 
income increases 
by 150k 

 

33  
The note does not 
disclose housing 
benefits and council tax 
subsidy 

 Note amended 
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Note Adjusted mis-statement Impact on note 

42  The financial loans 
liability has not been 
split correctly into the 
different lengths of time

 Note amended 

Cash Flow 
Statement - Note 
26 

 
"Other financing 
activities" was 
understated by £36,000

 
Note amended - the 
CFS already had a 
"balancing 
adjustment" of 
£33,000 

12 
 

Depreciation on OL&B 
was shown as charged 
to provision of services 
instead of to revenue 
reserve 

 
A movement 
between lines in the 
note, the correct 
amount was 
included in 
revaluation reserve 

12 
 

Impairment losses on 
AUC were shown as to 
revaluation reserve 
instead of to provision 
of services 

 
A movement 
between lines in the 
note, the correct 
amount was 
included in 
revaluation reserve 

36 
 

Operating leases future 
minimum lease 
payments have been 
overstated by £78.8m 

 Note amended 

23 
 

Revaluation Reserve - 
split of upward and 
downward revaluations 
was incorrect.  

 Note amended 

23 
 

The Revaluation 
Reserve is understated 
by £104,000. The 
Capital Adjustment 
Account is overstated 
by the same amount 

 Note amended 

 
    

Source: Audit work 2010/11 

 

A number of narrative amendments have been made following my review of 

the Foreword and the text in the financial statements. 
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Appendix 3  Unadjusted misstatements in the 
financial statements  

I identified the following misstatements set out in Table 7 during my audit 

but management has not adjusted the financial statements. I bring them to 

your attention to help you in fulfilling your governance responsibilities and 

ask you to consider correcting these misstatements. If you decide not to 

amend, please tell me why in the representation letter. If you believe the 

effect of the uncorrected errors, individually and collectively, is immaterial, 

please reflect this in the representation letter. Please attach a schedule of 

the uncorrected errors to the representation letter.  

I also include in Table 8 and 9 uncorrected misstatements brought forward 

from earlier years, 

Table 7: Unadjusted misstatements in the accounts 2010/11 
 
 

Unadjusted

mis-

statement

Comprehensive income 

and expenditure 

statement

Balance sheet

 Dr £'000 Cr £'000 Dr £'000 Cr £'000 

Description Account 

entry and 

value 

  Account 

entry and 

value 

None 

identified to 

date 

    

Source:  Audit work 2010/11 

 

Table 8: Unadjusted misstatements in the accounts 2010/11 with no 

impact on the comprehensive income and expenditure 

statement and balance sheet 

 

Note Unadjusted mis-

statement

Impact on note 

36  My testing identified 

two errors which when 

extrapolated gave a 

figure of £704,000. 

 Note incorrect 
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Table 9: Unadjusted misstatements in the accounts 2009/10 

 

Description of error Accounts affected Value of error 

£

Continuing

Impact

Testing of valuations identified 2 

assets that had not incorrectly re-

valued. The extrapolated error came 

to £21,000 

Fixed asset 

valuation 

£21,000 No - IFRS 

restatement 

work brought 

reserve up to 

date, 

A bank account with £12,000 was 

not included in the accounts 

Balance sheet - 

Current assets 

Bank accounts 

£12,000 Yes - bank 

account not 

included in 

2011/12 

There was an adjustment put into the 

revaluation reserve the wrong way 

round. 

Balance sheet 

Revaluation reserve 

and capital 

adjustment account 

£47,000 No - IFRS 

restatement 

work brought 

reserve up to 

date, 

46 Charles Street has been included 

as an addition this year but the 

Council have owned it since 1985. 

Balance sheet - 

Plant Property and 

Equipment 

Note 6.12 additions 

£170,000 No - inclusion 

corrected 

previous error 

Source: Annual Governance Report 2009/10 

Table 10: Unadjusted misstatements in the accounts 2008/09 

 

Description of error Accounts affected Value of error 

£Million

Continuing

impact

Accumulated depreciation in 
relation to finance leases has not 
been disclosed. 
 

Note 6.12 Not known 
 

No - IFRS 
restatement 
work brought 
reserve up to 
date, 

Capital expenditure charged in 
year to the General Fund balance 
£1,220k does not agree to the 
figure in the capital adjustment 
account due to the adjustment to 
earmarked reserves. 

Note 6.40 £150,000 
 

 
No impact as 
earmarked 
reserves 
subsequently 
reviewed, 

There is a balancing figure on the 
STRGL 

STRGL £140,000 
 

No 

There is a difference of £300k 
between Hewitts figures and 

I&E £300,000 
 

No - IFRS 
restatement 
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Oxford City Councils figures in 
respect of the expected 
contributions in 2009/10. 
 

work brought 
valuations up 
to date. 

Various disclosures missing such 
as: - 
failure to disclose vacant 
possession 
value and the balance sheet 
value of dwellings within the HRA 
show the economic cost to 
government of providing council 
housing as less than 
open market rents. 
- fair value disclosures how they 
are determined is not shown 
- market risk, no sensitivity 
analysis prepared for market risk 
- no basis of accounting note 
- developers contributions should 
be other capital contributions in 
note 6.31 

  No - specific to 
2008/09 
accounts 

Total of amounts included in the 
Income & Expenditure Account 
but required by statute to be 
excluded when determining 
the movement on the general 
fund balance for the year does 
not add up. 

Note 5.3 £380,000 
 

No continuing 
impact as in 
year error.  

Cut off testing extrapolation of 
error 

Income 
Expenditure 
 

£377,000 
£122,000 
 

No - corrected 
in 2010/11 

Opening balance does not agree 
to last years closing balance 
 

Pensions reserve £304,000 
 

Now corrected 

Restated figure for employer's 
contribution payable to the 
pension fund 
has not been included in the 
SMGFB. 
 

Note 5.3 £450,000 
 

Now corrected 

Compensatory adjustments from 
the Revaluation Reserve to 
convert current 
value depreciation/ impairment 
loss 
debits to historical cost in the 
capital adjustment account has 
not been done. 
 

Note 6.40 Not known 
 

No - IFRS 
restatement 
work brought 
valuations up 
to date. 

The cashflow contains a 
balancing item 
of £78,000. 

Cashflow £78,000 
 

No - specific to 
2008/09 
accounts 

Source: Annual Governance Report 2008/09 
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Appendix 4  Draft letter of representation 

Draft management representation letter  
 
 

To: Maria Grindley 
Appointed Auditor 
Audit Commission 
Unit 5 ISIS Business Centre  
Horspath Road 
Oxford  
OX4 2RD 
 
 
Oxford City Council - Audit for the period ended 31 March 2011 
 
I confirm to the best of my knowledge and belief, having made appropriate 
enquiries of other [insert relevant details e.g.; directors, officers, officials] of 
Oxford City Council, the following representations given to you in connection 
with your audit of the Council’s financial statements for the period ended 31 
March 2011. 
 

Compliance with the statutory authorities 

 
I have fulfilled my responsibility under the relevant statutory authorities for 
preparing the financial statements in accordance with the Code of Practice 
for Local Authority Accounting in the United Kingdom which give a true and 
fair view of the financial position and financial performance of the Council for 
the completeness of the information provided to you, and for making 
accurate representations to you.  

Uncorrected misstatements 

 
The effects of uncorrected financial statements misstatements summarised 
in the attached schedule are not material to the financial statements, either 
individually or in aggregate.   
These misstatements have been discussed with those charged with 
governance within the Council and the reasons for not correcting these 
items are as follows; 
reason 1 etc; 
reason 2] 
[This section must also include prior year uncorrected misstatements where 
still relevant.] 
 

Supporting records 

 
All relevant information and access to persons within the organisation has 
been made available to you for the purpose of your audit, and all the 
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transactions undertaken by the Council have been properly reflected and 
recorded in the financial statements.  
 

Internal control 

 
I have communicated to you all deficiencies in internal control of which I am 
aware.  

Fraud and error 

 
I acknowledge my responsibility for the design, implementation and 
maintenance of internal control to prevent and detect fraud or error. 
I also confirm that I have disclosed: 

! my knowledge of fraud, or suspected fraud, involving either 

management, employees who have significant roles in internal control 

or others where fraud could have a material effect on the financial 

statements;  

! my knowledge of any allegations of fraud, or suspected fraud, affecting 

the entity’s financial statements communicated by employees, former 

employees, analysts, regulators or others; and 

! the results of our assessment of the risk that the financial statements 

may be materially misstated as a result of fraud. 
 

Law, regulations, contractual arrangements and codes of practice 

 
I have disclosed to you all known instances of non-compliance, or 
suspected non-compliance with laws, regulations and codes of practice, 
whose effects should be considered when preparing financial statements. 
 
Transactions and events have been carried out in accordance with law, 
regulation or other authority.  The Council has complied with all aspects of 
contractual arrangements that could have a material effect on the financial 
statements in the event of non-compliance.   
 
All known actual or possible litigation and claims, whose effects should be 
considered when preparing the financial statements, have been disclosed to 
the auditor and accounted for and disclosed in accordance with the 
applicable financial reporting framework. 

Accounting estimates including fair values 

 
I confirm the reasonableness of the significant assumptions used in making 
the accounting estimates, including those measured at fair value.  
 
I confirm: 

! the appropriateness of the measurement method, including related 

assumptions and models, and the consistency in application of the 

process; 

! the assumptions appropriately reflect management’s intent and ability to 

carry out specific courses of action on behalf of the entity, where 

relevant to the accounting estimates and disclosures; and 
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! the completeness and appropriateness under the financial reporting 

framework. 
 
.  

Related party transactions 

 
I confirm that I have disclosed the identity of Oxford City Council related 
parties and all the related party relationships and transactions of which I am 
aware.  I have appropriately accounted for and disclosed such relationships 
and transactions in accordance with the requirement of the framework. 
 

Subsequent events

 
All events subsequent to the date of the financial statements, which would 
require additional adjustment or disclosure in the financial statements, have 
been adjusted or disclosed. 
 
 
Signed on behalf of Oxford City Council 
 
I confirm that the this letter has been discussed and agreed by the Council 
on [date] 
 
Signed 
 
Name 
 
Position 
 
Date 
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Appendix 5  Glossary 

Annual governance statement

A statement of internal control prepared by an audited body and published 

with the financial statements. 

Audit closure certificate

A certificate that I have completed the audit following statutory 

requirements. This marks the point when I have completed my 

responsibilities for the audit of the period covered by the financial 

statements. 

Audit opinion

On completion of the audit of the financial statements, I must give my 

opinion on the financial statements, including:  

! whether they give a true and fair view of the financial position of the 

audited body and its spending and income for the year in question; and  

! whether they have been prepared properly, following the relevant 

accounting rules.   

Opinion

If I agree that the financial statements give a true and fair view, I issue an 

unqualified opinion. I issue a qualified opinion if: 

! I find the statements do not give a true and fair view; or 

! I cannot confirm that the statements give a true and fair view.
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Materiality (and significance)  

The APB defines this concept as ‘an expression of the relative significance 

or importance of a particular matter for the financial statements as a whole. 

A matter is material if its omission would reasonably influence users of the 

financial statements, such as the addressees of the auditor’s report; also a 

misstatement is material if it would have a similar influence. Materiality may 

also be considered for any individual primary statement within the financial 

statements or of individual items included in them. We cannot define 

materiality mathematically, as it has both numerical and non-numerical 

aspects’.  

The term ‘materiality’ applies only to the financial statements. Auditors 

appointed by the Commission have responsibilities and duties under statute, 

as well as their responsibility to give an opinion on the financial statements, 

which do not necessarily affect their opinion on the financial statements.  

‘Significance’ applies to these wider responsibilities and auditors adopt a 

level of significance that may differ from the materiality level applied to their 

audit in relation to the financial statements. Significance has both qualitative 

and quantitative aspects.  

Weaknesses in internal control 

A weakness in internal control exists when:  

! a control is designed, set up or used in such a way that it is unable to 

prevent, or detect and correct, misstatements in the financial statements 

quickly; or  

! a control necessary to prevent, or detect and correct, misstatements in 

the financial statements quickly is missing.  

An important weakness in internal control is a weakness, or a combination 

of weaknesses that, in my professional judgement, are important enough 

that I should report them to you.  

Value for money conclusion  

The auditor’s conclusion on whether the audited body has put in place 

proper arrangements for securing economy, efficiency and effectiveness in 

its use of resources based on criteria specified by the Audit Commission.  

The Code of Audit Practice defines proper arrangements as corporate 

performance management and financial management arrangements that 

form a key part of the system of internal control. These comprise the 

arrangements for:  

! planning finances effectively to deliver strategic priorities and secure 

sound financial health; 

! having a sound understanding of costs and performance and achieving 

efficiencies in activities; 

! reliable and timely financial reporting that meets the needs of internal 

users, stakeholders and local people; 
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! commissioning and buying quality services and supplies that are 

tailored to local needs and deliver sustainable outcomes and value for 

money; 

! producing relevant and reliable data and information to support decision 

making and manage performance; 

! promoting and displaying the principles and values of good governance; 

! managing risks and maintaining a sound system of internal control; 

! making effective use of natural resources; 

! managing assets effectively to help deliver strategic priorities and 

service needs; and 

! planning, organising and developing the workforce effectively to support 

the achievement of strategic priorities. 

If I find that the audited body had adequate arrangements, I issue an 

unqualified conclusion. If I find that it did not, I issue a qualified conclusion. 
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Appendix 6  Action Plan 

Recommendations

Recommendation 1 

 

! Better attention to detail and review of supporting working papers is needed to improve the 

efficiency of the audit by reducing the amount of queries I have had to raise. This would save 

officer time and reduce the need for additional fees in future. 

Responsibility Financial Accounting Manager 

Priority Medium 

Date 30 June 2012 

Comments The format of Working papers will be reviewed and improved ahead of 

the completion of the accounts for 11/12; this will include ensuring all 

working papers received are accurate. 

Recommendation 2 

 

! The Council should check on the implementation of the recommendations made in our interim 

report. 

Responsibility Financial Accounting Manager 

Priority Medium 

Date 31 March 2012 

Comments Recommendations on the interim report will be reviewed 

Recommendation 3 

 

! Simplify process for agreeing the ledger to the trial balance and then agreeing this to the 

financial statements. 

Responsibility Financial Accounting Manager 

Priority Medium 

Date 30 June 2012 

Comments As part of the planning and preparation process for completion of the 

accounts for future years we will look to introduce a more robust and 

easy to follow way of agreeing the ledger to the financial statements 

Recommendation 4 
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! Provide a narrative explanation for related spreadsheets to make it easier to follow the thought 

process of the preparer. Sample check supporting information to the disclosures in the financial 

statements to ensure that they agree. Provide an explanation for any variance. 

Responsibility Financial Accounting Manager 

Priority Medium 

Date 30 June 2012 

Comments As part of the review process of the completion of the accounts checks 

will be introduced to review disclosure notes against working papers. 

Within the improvements of working papers we will look to introduce a 

standard format including a header sheet which will include narrative to 

accompany the working papers 

Recommendation 5 

 

! Include all bank accounts in the financial statements 

Responsibility Financial Accounting Manager 

Priority Medium 

Date 30 June 2012 

Comments All bank accounts will be included within future financial statements 

Recommendation 6 

 

! Review cut-off prior to presenting the accounts to audit. 

Responsibility Financial Accounting Manager 

Priority Medium 

Date 30 June 2012 

Comments Further review will be undertaken on cut-off to ensure data is accurate 

within the financial statements 
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