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Purpose of this document

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 General Purposes Committee)
at the time they are considering the financial statements.

e requirements of
d) — ISA (UK&l) -
th Governance’, by

In preparing our report, the Code requires us to comply with
International Standards on Auditing (United Kingdom & Ire
260 ‘Communication of Audit Matters to Those Charge

9

circumstances including:

e where we suspect or detect fraud,;

your Audit Committee on 26th June 2006. We have issued separate reports
during the year having completed specific aspects of our programme, which are
listed in Appendix 3.
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Key messages

Our work on the financial statements is now complete. We propose issuing an
unqualified audit opinion by 30 September 2007 (a draft report is attached at
Appendix 4).

In our view, the Statement on Internal Control (SIC) has been prepared in
accordance with proper practice specified by CIPFA and is consistent with the
findings from our audit.

my, efficiency and
e propose issuing an
er 2007 (a draft

Our work on the Authority’s arrangements to secure eco
effectiveness in its use of resources is now complete
unqualified conclusion on the use of resources by 3
report is attached at Appendix 4).
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Audit status

At the date of issue of this report our detailed audit is now complete.

The Authority has taken a positive and constructive approach to our audit and we

would like to take this opportunity to express our appreciation for the Authority’s
assistance and co-operation.
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Accounts and Statement on Internal
Control

11 Our work on the financial statements is now complete.

12 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 fair presentation of the
financial statements in accordance with the applicable financial reporting
framework and responsibility for the design and implemeéntation of internal control
to prevent and detect error.

13 The auditor should also obtain written representations from management on
matters material to the financial statements when 6ther sufficien propriate

Authority will contribute towards.
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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.

Our 2005/06 Annual Governance Report raised concerns over capital budgeting
and monitoring procedures at the authority and recommended that schemes are
periodically re-appraised with any surplus budgets identified to maximise effective
use of funds available. A review of capital expenditure during 2006/07 identified
expenditure, net of government grants of £2,257k compared‘toran initial budget of

'Adjustments to the financial statements".

Officers have stated that new procedures are
with the aim of improving capita j

Recommendations

R1 Officers should strengthen capital project management procedures as a
priority and implement appropriate arrangements to ensure that money
spent against budget is being managed and reported effectively.

R2 Monthly key control account reconciliations should be performed on a
timely basis and monitored by senior officers to prevent the weakening of
the Councils systems of internal control.
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Systems of internal control

23 As part of our audit, we consider the systems of accounting and financial control
and report to you any material weaknesses identified. Whilst we have identified
some areas where improvements can be made to the Authority's systems of
internal control, there are no issues of a material nature that we need to bring to
the attention of the Council.

24 We have not provided a comprehensive statement of all weaknesses which may
exist in internal control or of all improvements which may be’made, but have

25

© Audit Commission 2007

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 020 7828 1212 Fax: 020 7976 6187 Textphone (minicom): 020 7630 0421
www.audit-commission.gov.uk



26

27

Annual Governance Report | Use of resources 11

Use of resources

Work performed

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 Gouncil’s corporate
performance management and financial management arrar ents across a

k to support our

conclusion included the following elements:
e data quality work; and
e the best value performance plan.

Details of our conclusion for each of the
Commission are set out in Appendix 7.

Data quality work
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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.

Table 1
A\

Plan 2006/07// Actual 2006/07
Accounts and Statement on Internal £58,315 \ £58,315
Control N X
Use of Resources £2§{f§§ \\E , 748
Total Audit Fees £B7,063 £87,063
Relationship management §\£<1\575// £1,5\7/5
Direction of Travel review £\1\§\2§ / £1,828 est.

Total inspection fee (\ £3 463\\ £3,403

Total audit and inspection fee\ \\\ESQ,\GG\B £90,466

Grant certification work \ \ Y4 §29@O> £29,000 est.

The analysis above shows that our audit fee has been contained within the totals

you have already a
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Appendix 1 — Action plan ﬁ

Page Recommendation Priority Responsibility </ re d\ omments Anticipated
1= Low Implementation
Date
2 = Medium
=
9 Officers should strengthen 3 Director of Fina ce\iv/ /?es A revised budgetary Nov 2007 - Jan
capital project management conjunction with < control procedure was 2008
procedures as a priority and Cofpara
implement appropriate Ma

arrangements to ensure that
money spent against budget
review of the Capital

is being managed and
reported effectively. >
Program expenditure

profile will take place at
the revised estimate

stage with Chief Officers
being asked to provide
schedules to match the
budget against the
program of work being
undertaken. This revised
schedule will be
presented to the Finance

in April 2007. Following
discussions at Corporate
Management Team to
strengthen this further
thorough and robust

agreed by Management
s Team and implemented
%
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< Date
2 = Medium
3 = High ” \
and P{OQerty Advisory
< < /> Board in January 2008
9 Monthly key control account | 3 Director of Finahce™ Yes Key control accounts April 2007
reconciliations should be < now have monthly
%

performed on a timely basis deadlines to be reported
and monitored by senior

officers to prevent the

weakening of the Councils

systems of internal control. /\/\\ /\

to Management when
AN\

completed.

N
/
Page Recommendation Priority Responsibility Agreed” Comments Anticipated
1= Low /\ Implementation
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Appendix 2 — The Audit Commission’s
requirements in respect of independence
and objectivity

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 betw
directors and the auditor;

identified by the
n the Authority,

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

effective;
e any independent partner review;

¢ information about the general policie
objectivity and independence.

We are not aware of any relationshi affect the independence and
objectivity of the audit team and whi he disclosed under auditing
and ethical standards.
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Appendix 3 — Audit reports issued

Planned output Planned date of = Actual date of = Addressee
issue issue

Audit and inspection May 2006 May 2006 udit

plan / mmittee

Use of resources November 2007 < Management

assessment

Data Quality report October 2007 \Ma agement

Annual governance September /'iép mber Ge
report 2007 2007 Purpo es
< /> Committee

Opinion on financial September \ e\pte{‘n er The
statements 20067 o~ 2007 Authority

Value for money Septe \ Septembe The
conclusion 2007 2007 Authority
Final accounts October OW//V Management

memorandum \

Relationship 2008 Members
Manager's L

\/ V
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Appendix 4 — Proposed auditor’s report

Independent auditor’s report to the Members of
Tonbridge and Malling Borough Council

Opinion on the financial statements

| have audited the financial statements of Tonbridge and Malling Borough Council for

comprise the Explanatory Foreword, Income and Expe: ount, Statement of
the Movement on the General Fund Balance, the B tatement of
Total Recognised Gains and Losses, the Cash Flo ection Fund
and the related notes. These financial stateme er the

accounting policies set out within them.

This report is made solely to Tonbridge and Ma ough Council in accordance
with Part Il of the Audit Commission/# or nQ other purpose, as set out in
paragraph 36 of the Statement of R ibilities of Auditors and of Audited Bodies
prepared by the Audit Commission.

aws and regulations and the Statement of
ocal Authority Accounting in the United Kingdom 2006

financial position of the Authority in accordance with applicable laws and regulations
and the Statement’of Recommended Practice on Local Authority Accounting in the
United Kingdom 2006.
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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’ issued in 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 proced

udit so as-toobtain all the information and explanations
|n order to provide me with sufficient ewdence to give

In my opinion the financial statements present fairly, in accordance with applicable
laws and 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.
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Signature ... (Lindsey Mallors , District Auditor)
Date........ooooiiii
Address: 16 South Park

Sevenoaks

Kent TN13 1AN

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

Authority’s Responsibilities

The authority is responsible for putting in placeproper arrangements t ure
economy, efficiency and effectiveness in its dse 0f resou er
stewardship and governance, and to regularl iew the adequacy and effectiveness

of these arrangements.

ake arrangements to
nctions are exercised,

to you my conclusion in relation to proper
elevant criteria specified by the Audit Commission

effectiveness in‘its use of resources are operating effectively.

| am required by section 7 of the Local Government Act 1999 to carry out an audit of
the authority’s best value performance plan and issue a report:

e certifying that | have done so;

e stating whether | believe that the plan has been prepared and published in
accordance with statutory requirements set out in section 6 of the Local
Government Act 1999 and statutory guidance; and
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e where relevant, making any recommendations under section 7 of the Local
Government Act 1999.

Conclusion

| have undertaken my audit in accordance with the Code of Audit Practice and having
regard to the criteria for other local government bodies specified by the Audit
Commission and published in December 2006, | am satisfied that, in all significant
respects, Tonbridge and Malling Borough Council made proper arfrangements to
secure economy, efficiency and effectiveness in its use of resourees for the year
ending 31 March 2007.

Best Value Performance Plan

best value performance
not identify any matters to
nendations on procedures

| issued my statutory report on the audit of the
plan for the financial year 2006/07 in Decemb
be reported to the authority and did not make a
in relation to the plan.

Certificate

accordance with the
8 and the Code of Audit Practice

indsey Mallors , District Auditor)
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Appendix 5 — Management
representation letter

Lindsey Mallors Contact Mrs S J Shelton

District Auditor Directline 01732 876092

The Audit Commission Email sharon.shelton@tmbc.gov.uk
16 South Park Fax 01732 873530

SEVENOAKS Your ref

Kent Our ref

TN13 1AN Date gust 2007

Dear Lindsey

Audit for the year ended 31 March 2007

year ended 31 March 2007.

| acknowledge my responsibility und y authorities for preparing
the financial statements whic ihg accurate representations

settlements of past service costs relating to pension provision other than those which
have been properly recorded and disclosed in the financial statements.

Related party transactions

| confirm the completeness of the information provided regarding the identification of
related parties.

The identity of, and balances and transactions with, related parties have been
properly recorded and, where appropriate, adequately disclosed in the financial
statements.
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Contingent liabilities

There are no other contingent liabilities other than those that have been properly
recorded and disclosed in the Statement of Accounts. In particular:

e there is no significant pending or threatened litigation;

e there are no material commitments or contractual issues, other than those
already disclosed in the financial statements; and

¢ no financial guarantees have been given to third parties other than those
already disclosed in the financial statements .

Going Concern

There are no events, conditions or related business ris
Council as a going concern.

Law, regulations and codes of practice

There are no instances of non-compliance J
practice, likely to have a significant effect on the fi es of operations of the
Council.

Restoration of Hadlow Tower

The Council has agreed to stand as financial guarantor in respect of a loan granted
of £100,000 by the Architectural Heritage Fund to the Vivat Trust for the restoration
of Hadlow Tower pending receipt of grant monies (£2,000,000) from the Heritage
Lottery Fund. The Chief Solicitor and Director of Planning, Transport and Leisure
have confirmed that the loan guarantee agreement ends on 6 June 2009.
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Post balance sheet events

Since the date of approval of the financial statements by Members of the Council, no
additional significant post balance sheet events have occurred which would require
additional adjustment or disclosure in the financial statements.

Signed on behalf of Tonbridge & Malling Borough Council.

Signed
Name: Sharon Shelton
Position: Director of Finance

Date: 30 August 2007
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Appendix 6 — Summary of adjusted misstatements

The following misstatements were identified during the course of our audit a i ial statements have been adjusted by
management. We bring them to your attention to assist you in fulfillw vernance.responsibilities.

Income and Expenditure Balance Sheet
ccount
AN

Adjusted misstatements Nature of Adjustment \E)\EOOOS Cr £000s Dr £000s Cr £000s
Note 17 - Outstanding capital | Understatement of capital M w 0 0 0
commitments disclosed in the notes to the ‘accounts

£132k. o v /\>
Net Effect Nil S —~N\ \ ¢
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Appendix 7 — Value for money
conclusion

The Audit Commission has published, in accordance with the Code of Audit
Practice, 12 criteria on which auditors are required to reach a conclusion on the
adequacy of an audited body’s arrangements for economy, efficiency and
effectiveness in its use of resources.

Code Description VFM
Criteria Conclusion
criteria met?
N\

1 The body has put in place arrangeme ts/\t;?/setti \ Yes
reviewing and implementing its strategic’and
operational objectives. \\

2 The body has put in place ch nication %s>

ensure that key messages about servi are taken
into account. (g\\

3 The body has put in p Yes
monitoring and scrutiny\of\perfor
potential variances agai i i
standards rgets, for\taking action where
nec smp rting tomembers.
4 Thebody has put ements to monitor Yes

the qualit it d performance information,
to reportthe results to members.

Th has put in place arrangements to maintaina  Yes
soun em of internal control.

\ The body has put in place arrangements to manage Yes
its S|gn|f| ant business risks.

7 \ as put in place arrangements to manage Yes
rove value for money.

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

9 The body has put in place arrangements to ensure Yes
that its spending matches its available resources.

10 The body has put in place arrangements for managing  Yes
performance against budgets.
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Code Description VFM
Criteria Conclusion
criteria met?

11 The body has put in place arrangements for the Yes
management of its asset base.

12 The body has put in place arrangements that are Yes
designed to promote and ensure probity and propriety
in the conduct of its business.
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