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This report summarises the findings from my 2010/11 audit. My audit comprises two elements:

m the audit of your financial statements; and

m My assessment of your arrangements to achieve value for money in your use of resources.
| have included only significant recommendations in this report. The Council has accepted these

recommendations.

Key audit risk Our findings

Unqualified audit opinion ‘

Proper arrangements to secure value for money ‘

Audit opinion and financial statements
m  Unqualified audit opinion.

m Financial Statements free from material error.

m Adequate internal control environment.

Value for money
m Adequate arrangement to secure value for money.
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Current and future challenges

Economic downturn and pressure on the public sector The Council will continue to face financial pressures linked to the economic
downturn and public sector funding cuts. Our value for money conclusion
reporting noted that the Council is taking appropriate action to secure a stable
financial position. The Council will need to continue to review priorities and
service standards as future funding levels are confirmed.

IFRS 2010/11 saw the implementation of international financial reporting standards
to local government accounts. This required careful planning to ensure an
efficient transition to the new financial reporting requirements. Our audit work
on the restated financial statements under IFRS did not identify any
significant issues.
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Financial statements and
annual governance statement

The Council's financial statements and annual governance statement are an important means by
which the Council accounts for its stewardship of public funds.

Overall conclusion from the audit

| issued an unqualified opinion on the Council's financial statements on 8 September 2011. The financial statements were submitted for audit by the
deadline of 30 June 2010.The financial statements contained no material errors. There were a number of non-trivial errors that were not material and
these were detailed in my Annual Governance Report. The majority of these errors related to the notes to the accounts and were amended by officers.
There were two errors that officers chose not to adjust because they were not material.

Accumulated Absence Provision - the accumulated absence figure of £85,826 was disclosed as a provision in the accounts which was in line with the
original guidance issued by CIPFA. The guidance was later revised and the accumulated absence figure should have been shown as a creditor in the
accounts. This had no overall effect on the CIES or Balance Sheet and no effect on our opinion on the financial statements.

Housing Benefit overpayments - Housing Benefits overpayments being recovered from future benefits payments were not included in debtors figure.
Debtors within the Balance Sheet and Income within the CIES was understated by £85k.

The audit identified two issues in relation to accounting practice & financial reporting.

Guidance required that the notes to the balance sheet include comparative figures for both 31 March 2010 and 1 April 2009. The 1 April 2009 figures
were not included in some of the notes. The accounts were amended to include the required figures.

Note 2 provided the non-domestic rateable value in respect of business rates as at 31 March 2011. The original figure in the accounts was from the
2005 listing and was used to facilitate comparability to the previous year’s figure. There was a revised listing issued in 2010 giving an updated value.
Officers amended the accounts to also include the 2010 value in order to provide the latest information and for completeness.
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Significant weaknesses in internal control

| did not identify any significant weaknesses in your internal control arrangements.

Recommendation

Recommendation

m  Ensure the Accumulated Absence figure is disclosed in accordance with the most recent guidance.

m  Amend the 2011/12 accounts to correctly account for Housing Benefit overpayments as a debtor.
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Value for money

| considered whether the Council is managing and using its money, time and people to deliver
value for money. | assessed your performance against the criteria specified by the Audit
Commission and have reported the outcome as the value for money (VFM) conclusion.

| assess your arrangements to secure economy, efficiency and effectiveness in your use of resources against two criteria specified by the
Audit Commission. My overall conclusion is that the Council has adequate arrangements to secure, economy, efficiency and effectiveness in its use of
resources.

My conclusion on each of the two areas is set out below.

Value for money criteria and key messages

1. Financial resilience The leadership team understands the significant financial management challenges and risks
The organisation has proper arrangements in  facing the Council and is taking appropriate action to secure a stable financial position. The
place to secure financial resilience. Director of Resources is a key member of the leadership team and as such is involved in

Focus for 2010/11: business decisions, and leads the promotion and delivery of good financial management.

The organisation has robust systems and The audit committee provides effective challenge across the organisation and assurance on the
processes to manage effectively financial risks arrangements for risk management, maintaining effective internal control, and reporting on

and opportunities, and to secure a stable financial and other performance.

financial position that enables it to continue to

operate for the foreseeable future. Medium-term financial planning and annual budgeting reflects the council’s strategic objectives

and priorities for the year, and over the longer term. The Council has reviewed its Medium Term
Financial Plan (MTFP) in light of the current economic climate.
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The Council operates within a level of reserves and balances (including earmarked reserves and
the general fund balance), approved by members, and appropriate to the strategic, operational
and financial risks it faces.

Financial monitoring and forecasting is relevant, timely and accruals based, helping to ensure a
clear link between the budget, in-year forecasts and actual year-end position. The Council has a
good recent record of operating within its budget with no significant overspends. Management
takes timely action to address any budget pressures, for example by taking corrective action to
manage unfavourable variances.

2. Securing economy efficiency and
effectiveness

The organisation has proper arrangements
for challenging how it secures economy,
efficiency and effectiveness.

Focus for 2010/11:

The organisation is prioritising its resources
within tighter budgets, for example by achieving
cost reductions and by improving efficiency and
productivity.

The Council has the capacity to deliver the scale of the spending reductions required of it. It is
reviewing its strategic priorities and the cost-effectiveness of it activities. It is taking a rational
view of its priorities and of the short- medium- and longer-term opportunities for savings.

There are mechanisms in place to obtain input from or consultation with front-line staff and local
residents to identify local priorities for spending.

The Council has access to good quality and timely comparative information on costs and
performance, which is used to evaluate options and potential savings.

The Council uses benchmarking against similar councils and performance information to support
planning and decision making. It understands how local factors impinge on costs and how rurality
affects its communities. The Council’s costs are commensurate with the service provided given
the rurality and sparse population of the area.

The Council has good monitoring arrangements to ensure planned efficiencies are achieved, and
to understand the impact on services and on performance.
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Closing remarks

| have discussed and agreed this letter with the Chief Executive and the Director of Resources. | will present this letter at the Accounts and Audit
Committee on 23 November 2011 and will provide copies to all committee members.

Further detailed findings, conclusions and recommendations in the areas covered by our audit are included in the reports issued to the Council during
the year.

Audit Plan 2010/11 30 March 2011

Annual Governance Report 24 August 2011

The Council has taken a positive and constructive approach to our audit. | wish to thank the Council staff for their support and co-operation during the
audit.

Clive Portman

District Auditor

October 2011
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Appendix 1 - Fees
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Scale fee 85,673 92,460 6,787
Fee rebates in relation to:
£5,422 IFRS
£1,365 VFM
Total 85,673 92,460 6,787
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Appendix 2 - Glossar

Annual governance statement

Governance is about how local government bodies ensure that they are doing the right things, in the right way, for the right people, in a timely,
inclusive, open, honest and accountable manner.

It comprises the systems and processes, cultures and values, by which local government bodies are directed and controlled and through which they
account to, engage with and where appropriate, lead their communities.

The annual governance statement is a public report by the Council on the extent to which it complies with its own local governance code, including how
it has monitored the effectiveness of its governance arrangements in the year, and on any planned changes in the coming period.

Audit opinion

On completion of the audit of the financial statements, | must give my opinion on the financial statements, including:

m 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
m  whether they have been prepared properly, following the relevant accounting rules.

Opinion

If | agree that the financial statements give a true and fair view, | issue an unqualified opinion. | issue a qualified opinion if:

m | find the statements do not give a true and fair view; or

m | cannot confirm that the statements give a true and fair view.

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.

If | find that the audited body had adequate arrangements, | issue an unqualified conclusion. If | find that it did not, | issue a qualified conclusion.
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If you require a copy of this document in an alternative format or in a language other than English, please call:
0844 798 7070

© Audit Commission 2011.
Design and production by the Audit Commission Publishing Team.
Image copyright © Audit Commission.

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit Commission explains the respective responsibilities of auditors
and of the audited body. Reports prepared by appointed auditors are addressed to non-executive directors, members or officers. They are prepared for
the sole use of the audited body. Auditors accept no responsibility to:

m any director/member or officer in their individual capacity; or

m any third party.
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