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Purpose of this document

1 In accordance with the Audit Commission’s Code of Audit Practice (the Code),
this report provides a summary of the work we have carried out during our
2006/07 audit of accounts, the conclusions we have reached and the
recommendations we have made to discharge our statutory audit responsibilities
to those charged with governance (in this case the audit committee) at the time
they are considering the financial statements.

2 In preparing our report, the Code requires us to comply with the requirements of
International Standards on Auditing (United Kingdom & Irefand) — ISA (UK&lI) -
260 ‘Communication of Audit Matters to Those Charge Governance’, by

[ atements. Other

9

circumstances including:

e where we suspect or detect fraud;

year was performed in line with the plan that we presented to
e have issued separate reports during the year having

completed specific aspects of our programme, which are listed in Appendix 3.

Southwark Council
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Key messages

Our work on the financial statements is substantially complete, although there are
still outstanding issues to be resolved. In particular, our work on fixed assets,
debtors, creditors and the pension fund has yet to be concluded. Should any
further matters arise in concluding the outstanding work that need to be reported,
we will raise them with the Finance Director and the Chair of the Audit
Committee. We propose issuing an unqualified audit opinion on 28 September
2007 (a draft report is attached at Appendix 4).

al statements of the
he pension fund.

In our view, subject to the completion of our work, the fina
pension fund do present fairly the financial transactions

In our view, the Statement on Internal Control (SIC)y'has bee pared in
accordance with proper practice specified by CIPF [ ent with the
findings from our audit.

plete. We propose
es on 28 September 2007

Southwark Council
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Audit status

11 At the date of issue of this report our detailed audit is substantially complete,
although there are still outstanding issues to be resolved. In particular, our work
on fixed assets, debtors, creditors, the pension fund and the use of resources
conclusion has yet to be concluded.

Southwark Council
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Accounts and Statement on Internal
Control

Our work on the financial statements is substantially complete, although there are
still outstanding issues to be resolved. In particular, our work on fixed assets
debtors, creditors and the pension fund has yet to be concluded.

Auditors are required to obtain written confirmation of certain representations
from management and those charged with governance before~an audit report is
issued, such as acknowledgement of responsibility for the faippresentation of the
financial statements in accordance with the applicable fi |aI reporting
framework and responsibility for the design and imple ign of internal control
to prevent and detect error.

The auditor should also obtain written represen

is £23.8m W' e asset written off to the fixed asset restatement account. There
is no income and expenditure effect.

Southwark Council
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Accounting practices

We are also required to report to you our view on the qualitative aspects of the
Authority’s accounting practices and financial reporting and have set out below
our observations on key issues affecting the Authority. We have made
suggestions to improve the disclosure of the accounting polices including those
relating to intangible fixed assets and the valuation methods applied to different
types of fixed assets.

Our audit of the pension fund identified that the Authority had not included a

Council to consider whether they wish to
agreed changes outlined in this report.

as been prepared in accordance with
is consistent with the findings from our

Southwark Council
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Use of resources

Work performed

25 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 comprised the following elements:

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

26 Details of our conclusion for each of the
Commission are set out in Appendix 8. We p
conclusion on the use of resour

xd by the Audit
Ssuing an unqualified
der 2007 (a draft report is

(BVPP) was\reported in the 2006 annual audit and inspection letter. No
recommendations were made to the Audit Commission or the Secretary of State.

Southwark 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 384,000 384,000
Internal Control
Use of Resources 150,300 /" 150,300

Total Audit Fees 534,300 "\ "\ | 534,300

Grants certification work-(work in progress) 2/0(5\9\06 \\\gO0,000
Other work-inspection //2/5,/700 \\%5\,7\00
N

The analysis above shows that, based on work.c ted to date, our audit fee
has been contained within the totals you have.already agreed

The outturn on inspection fees
letter.

eannual audit and inspection

Southwark Council
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Appendix 1 — Action plan %

Page Recommendation Priority Responsibility <§gf§e\{ omments Anticipated
1=Low Implementation
Date
2 = Medium

3 = High />

S 33 Continue to develop and 3 Finance Directo

improve on the sound

progress you have

made for the closing of

the accounts to support

the production of robust

statements. / \

Southwark Council
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Appendix 2 — The Audit Commission’s
requirements in respect of independence
and objectivity

1 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 bet
directors and the auditor;

identified by the
N the Authority,

e any safeguards adopted and the reasons why the onsidered to be

effective;
e any independent partner review;
e the overall assessment of threats and ¢

¢ information about the general policie
objectivity and independence.

2 We are not aware of any relationshi affect the independence and
objectivity of the audit team and whi hbe disclosed under auditing
and ethical standards.

Southwark Council
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Appendix 3 — Audit reports issued

Planned output

Audit plan

Annual governance
report

Opinion on financial
statements

Use of resources
conclusion

Final accounts
memorandum

BVPP report
Data quality report
Use of Resources

Direction of travel
assessment

Planned date
of issue

April 2006

Actual date of | Addressee

issue

April 2006

CE/FD

September
2007

28 September
2007

28 September
2007

2
/
October 2007 < < O

December 2006 bgc\e{n}zér 06

decemberza
January éQﬁ\Wry\mb\}

January 2007 / ry 67
R s

VFM Conclusio 28 Septemb r\
200 o \
review of contmy/}uly\gob\/ July 2007
' fits <

- hous
-Lei u/re/\

§<nt Homes \\ 3@2007
Elephant.and castl
regenerati
StandardsWee

School capital
programme

Local Area
Agreements

Performance
management review

June 2007
June 2007 June 2007

December 2007

June 2007 June2007

August 2007 August 2007

December 2007

O

udit

/ ommittee
< Audit

kgmmittee

FD N>

CE/FD
CE/FD
CE/FD
CE/FD

Audit
Committee

CE/FD

Director of
Regeneration

Director of
Regeneration

Head of
constitutional
support

Director of
Regeneration

Director of
Regeneration

Deputy CE
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Planned output Planned date Actual date of Addressee
of issue issue
Annual audit letter March 2008 Audit
Committee

Southwark Council
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Appendix 4 — Proposed auditor’s report

Opinion on the financial statements

| have audited the financial statements and pension fund accounts of Southwark
Council for the year ended 31 March 2007 under the Audit Commission Act 1998.
The financial statements comprise the Consolidated Revenue Account, the
Housing Revenue Account, the Collection Fund, the Consolidated Balance Sheet,
and the Statement of Total Movements in Reserves, the Cash Flow Statement,
and the related notes. The pension fund accounts comprise the Fund Account,
the Net Assets Statement, and the related notes. The financial statements and
pension fund accounts have been prepared under the accounting policies set out
within them.

ith Part Il of the
paragraph 36
prepared

accordance
pose, as set ou
and of Audited Bod

This report is made solely to Southwark Council in
Audit Commission Act 1998 and for no other p
of the Statement of Responsibilities of Audijto
by the Audit Commission.

regulations and the Statement o
Accounting in the United Kingdom
Responsibilities.

airly, in accordance with applicable laws and regulations
ommended Practice on Local Authority Accounting in

He fund’s assets and liabilities, other than liabilities to pay
er benefits after the end of the scheme year.

and disposition of
pensions and o
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| review whether the statement on internal control reflects compliance with
CIPFA’s guidance, ‘The Statement on Internal Control in Local Government:
Meeting the Requirements of the Accounts and Audit Regulations 2003’
published on 2 April 2004. | report if it does not comply with proper practices
specified by CIPFA or if the statement is misleading or inconsistent with other
information | am aware of from my audit of the financial statements. | am not
required to consider, nor have | considered, whether the statement on internal
control covers all risks and controls. | am also not required to form an opinion on
the effectiveness of the Authority’s corporate governance procedures or its risk
and control procedures

s, and consider
S. This other
der the implications

| read other information published with the financial statep
whether it is consistent with the audited financial statepr
information comprises only the Explanatory Forewoyd
for my report if | become aware of any apparent t 9
inconsistencies with the financial statements. > ibilities do_not extend to
any other information.

Basis of audit opinion

regulations and'the Statement of Recommended Practice on Local Authority
Accounting in the United Kingdom 2006, the financial position of the Authority as
at 31 March 2007 and its income and expenditure for the year then ended; and

« the pension fund accounts present fairly, in accordance with the Statement of
Recommended Practice on Local Authority Accounting in the United Kingdom
2006, the financial transactions of the Pension Fund during the year ended 31
March 2007, and the amount and disposition of the fund’s assets and liabilities as
at 31 March 2007, other than liabilities to pay pensions and other benefits after
the end of the scheme year.

Southwark Council
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Kash Pandya

District Auditor

Audit Commission

1st Floor Millbank Tower
London

SW1P 4HQ

Date

Southwark Council
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Conclusion on arrangements for securing economy, efficiency
and effectiveness in the use of resources

Authority’s Responsibilities

The authority is responsible for putting in place 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.

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

Southwark Council
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Conclusion

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

Best Value Performance Plan

ue performance
ot identify any matters
endations on

| issued my statutory report on the audit of the authority’s bes
plan for the financial year 2006/07 on 5 December 2006. | did
to be reported to the authority and did not make any reco
procedures in relation to the plan.

Certificate

dccordance with the

| certify that | have completed the audit of thea 5
e’Code of Audit Practice

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

Kash Pandya
District Auditor
Address

Audit Commissio
1st Floor Millban

Southwark Council
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Appendix 5 — Management

representation letter

xX September 2007
Chief Executive
Southwark Council
Town Hall

Peckham Road
London SE5 8UB

Dear Annie,

Draft management representation letter (ISA+580)
Southwark Council - Audit for the year ended 31'March 2007

of
ance with

International Standards on Auditing set out g
management representations (ISA (UK&I) 58

idanCe on the use by aud
0)and on passible non-comp

spect of judgemental matters (for
of a claim), which may not be readily

of the Audit
e The letter is formally acknowledged by the Audit Committee.

ommittee.

| would expect the letter of representation to include the following.

To confirm to the best of your knowledge and belief, having made appropriate
enquiries of other directors, officials, officers of Southwark Council, the following
representations given to the Audit Commission in connection with the audit of the
Council's financial statements for the year ended 31 March 2007.

Southwark Council
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Responsibility

e Acknowledge your responsibility under the relevant statutory authorities for
preparing the financial statements which present fairly the financial position of
the Council and for making accurate representations to the Audit
Commission.

e Confirm that the Council has adopted the financial statements (ISA+580).

e Acknowledge your responsibility for the design and implementation of internal
control to prevent and detect error (ISA+580) and fraud (ISA+240).

Supporting records

o.the Audit
actions undertaken

e All the accounting records have been made availab
Commission for the purpose of the audit and all

rial commitments or contractual issues, other than those
 the financial statements;

Council. (with the actual or contingent consequences from the non -
compliance disclosed (ISA+250)

e 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. There has been no non-compliance with requirements of
regulatory authorities that could have a material effect on the financial
statements in the event of non-compliance.

Southwark Council
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Assets

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

- Losses/gains arising from sale & purchase commitments;
- agreements & options to buy back assets previously sold; and
- assets pledged as collateral.

e Fixed Asset lives have been considered as part of the fixed asset valuations
procedures.

Irregularities

e That there are no known significant instances of jrfegularities, including fraud,
| understand the
ancial

- ees who have significant

e effectiveness of the system of internal control has
ich has enabled the Council to make the necessary
atement of internal control reports all known weaknesses

in internal financial control, which requires disclosure in the financial
statements.

Post balance sheet events

e That no significant post balance sheet events that have occurred which would
require additional adjustment or disclosure in the financial statements.

Southwark Council
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Going concern

e That the financial statements have been prepared on a going concern basis.
In particular for the Council's trading activities.

e There are no known bad debts other than those already provided for in the
financial statements.
Completeness

e Confirm that the financial statements are free of material misstatements,
individually and in aggregate, including omissions (ISA+580).

Tax items
¢ No claims have been made against the Council

Fair value

e That the Council has carried out a forp

arising, purchases or
year which require

e There aré\no other relationships of which the Council is aware that require
disclosure in this statement of accounts.

e There are no other material transactions with related parties other than those
which have been properly recorded and disclosed.
Trust Funds

e There are no trust funds that the council administers other than those properly
disclosed in the financial statements.

Southwark Council
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Group accounts

e The Council has undertaken an exercise to identify whether or not it has any
interests in subsidiary and associated companies and joint ventures. As a
result of this exercise, the Council concluded that group accounts were not
necessary.

Communication of audit matters to those charged with governance

¢ You have arrangements in place to review and respond to issues raised in the
ISA 260 (UK&I) - Communication of audit matters to those charged with
governance.

e | am also required to report to those charged with governance all unadjusted

could, after discussion with other ap ria

e officers,provide a management letter of
representation for Southwark Counci ' i

appropriatetime

Yours sincerely

Kash Pandya
District Auditor

Southwark Council
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tements

during the course of our audit, other than those

Appendix 6 — Summary of unadjusted misst

1 We are required to report to you all unadjusted misstatements that we have identifi€
that are clearly trivial.

2 There are no unadjusted misstatements to report.

Southwark Council
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1 The following misstatements were identified during the course of our audit an inancial statements have been adjusted by
management. We bring them to your attention to assist you in fulfilling your

Income and enditure Balance Sheet
Accy{mt

Adjusted misstatements Nature of Adjustment \\ P{mﬂs Cr £0005 Dr £000s Cr £000s
Description of Misstatement

Dr statement of movement in The Council identificati rin the
general fund balance preparation of the draft fi %

statements.
Cr Local Authority Housing 482
(HRA)
Dr Corporate and democratic Misclas ificationon draft fi ial 1,035
core ment
Cr Local Authority Housing 1,035
(HRA) /\
Dr Southwark PCT debtors \ ing rean s of the disclosure within 1,508
e ebto
Cr Government Departments 1,508
debtors

Southwark Council
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Income and Expenditure Balance Sheet

Accou nV>

Dr Fixed asset restatement Being the transfer of Waverley school to 23,860
Account an academy school
: N
Cr Fixed assets /\\/ \ 23,860

relating to Bermondsey spa site
where there was a debtor raised in
error.

Cr Debtors X \ 1,556

NN
Net Effect of all adjusted \V4 “nil” nil nil nil
misstatements /A

Dr Creditors Being the reversal of incorrect en |e< \> 1,556

Southwark Council
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Appendix 8 — Value for money conclusion

This is work in progress but we expect the VFM conclusion to be adequate

2 The Audit Commission has published, in accordance with the Code of Audit Pra 2 criteria on which auditors are required to
ciency and effectiveness in its use of

resources.

3 The Code criteria are linked to the use of resources assessment (Uo OES). A score of Level 2 or higher

Code Description Associated UoR Score VFM

Criteria \ UoR KLoE Conclusion

1 The body has put in place arrangements for setti QW' n e N/A N/A Adequate
implementing its strategic and opeyﬁé—rﬁi\ijectiv S\

2 The body has put in place channels’of communication with service users N/A N/A Adequate
and other stakeholders including/partners,/ and there are\monitoring

arrangements to ensure that ke ervices are taken into
account.

3 The body has put i nts for monitoring and scrutiny of N/A N/A Adequate
performance, to identi i i against strategic objectives,
standards andtargets, for taking.action necessary, and reporting to

members.

4 The body has put in\place arrang nts to monitor the quality of its LG DQ N/A Adequate
published performance.informatjon,/and to report the results to members. = KLoOEs

5 The body has put in place r\ré ements to maintain a sound system of 4.2 Adequate

internal control.

Southwark Council
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The body has put in place arrangements to manage its significant 4 1
business risks.

The body has put in place arrangements to manage and improve valyi6< 5.2
money.

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

The body has put in place arrangements to ensure thatf{end% 3.1 \>

matches its available resources.

The body has put in place arrangements for managing perf rMn 2.2
against budgets. S

The body has put in place arrangements for th ement of %&é;et 2.3
base.

The body has put in place arrange at are e&gﬁ toﬁ}mgte and 4.3

ensure probity and propriety in th /oﬁde@ f its busingss.

W

Adequate

Adequate

Adequate

Adequate

Adequate

Adequate

Adequate

Southwark Council
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