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INTRODUCTION

Summary of progress

This report is intended to provide the Audit Committee with an update of the progress in delivering
the 2012/13 and the 2013/14 audit.

Auditors’ principal objectives are to review and report on, to the extent required by the relevant
legislation and the requirements of the Code of Audit Practice for Local Government, the audited
body’s:

o financial statements
o arrangements for securing economy, efficiency and effectiveness in its use of resources.

We are also required to certify specified grant claims and returns as directed by the Audit
Commission.

We have assessed whether the arrangements put in place by the Council will allow us to complete
our work by the expected deadlines and whether there are any issues that are likely to have a
significant impact on our ability to provide unmodified audit reports and opinions. This is included
as a “RAG” assessment in the report.

RED AMBER GREEN
Unlikely to be able to Some concerns around On target to meet
meet reporting deadlines meeting reporting deadlines and no
or modification of audit deadlines or potential current concerns over
report or opinion risk of modification of issue of audit report or

audit report or opinion  opinion
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SOUTHEND-ON-SEA BOROUGH COUNCIL

2012/13 Annual Audit Plan - progress summary as at 18 December 2013

Area of work

Scope / Associated deadlines

Planning

Risk assessment and formulation of the audit
plan.

Detailed audit plan to be issued outlining
direction of the audit.

First phase of work completed.

Planning for 2012/13 on-going until
completion of the financial statements
audit.

Status Outputs / Date RAG

Fee Letter 2012/13

No separate fee letter required by the
Audit Commission for this year.

Audit Plan 2012/13

Presented to Audit Committee on 9
January 2013.

Financial statements

Interim audit

Audit of the key financial systems that support
the financial statements of accounts.

To be completed prior to commencement of the
audit of the financial statements in July 2013.

Work is complete.

We report to management any
deficiencies in internal control
identified during the audit.

Where we identify significant
deficiencies in internal control
identified during the audit we also
report those in our Annual
Governance Report.

Financial
Statements audit

Audit of the draft financial statements to
determine whether they give a true and fair view
of the Council’s financial affairs and the income
and expenditure for the year.

Deadline for issue of audit opinion and

publication of the statement of accounts is 30
September 2013.

Work is complete.

Annual Governance Report to those
charged with governance reported to
Audit Committee on 25 September
2013.

Opinion on the financial statements
Opinion issued on 30 September.

Whole of
government
accounts audit

Audit of the consolidation pack for consistency
with the audited statement of accounts.

Consolidation pack opinion - deadline 4 October
2013.

Work is complete.

Opinion on the WGA Consolidation
Pack
Issued on 4 October 2013.
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SOUTHEND-ON-SEA BOROUGH COUNCIL

Scope / Associated deadlines

Status

Area of work ‘

Use of Resources

’ Outputs / Date

Use of resources

Review of use of resources based on:

e proper arrangements in place for securing
financial resilience

e proper arrangements for challenging how the
Council secures economy, efficiency and
effectiveness.

Conclusion to be given alongside the accounts
opinion by the deadline of 30 September 2013.

Work is complete.

Results reported in the Annual
Governance Report to Audit
Committee on 25 September 2013.

VFM conclusion

Review to support a conclusion on whether the
Council has appropriate arrangements in place to
secure economy, efficiency and effectiveness in
its use of resources for the year ended 31 March
2013.

Conclusion to be given alongside the accounts
opinion by the deadline of 30 September 2013.

Work is complete.

Results reported in the Annual
Governance Report to Audit
Committee on 25 September 2013.

VFM conclusion Opinion issued on 30
September 2013.t

Reporting

Annual Audit
Letter

Public-facing summary of audit work and key
conclusions for the year. To be finalised by 31
October 2013.

Final report agreed.

Annual Audit Letter Issued by the 31
October deadline being reported to
the Audit Committee on 8 January
2014.

Grants certification

Grants and
returns

To audit and submit grant claims and returns by
the relevant deadlines.

Work substantially complete. All claims
and returns except for the Teacher
Pension claim and the Housing and
Council Tax benefits claim were
submitted within the required
timeframes.

Further work is being undertaken on the
Housing and Council Tax subsidy claim in
order to reduce the extrapolated errors

All grants claims and returns to be
audited in line with agreed schedule.
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SOUTHEND-ON-SEA BOROUGH COUNCIL

Area of work ‘ Scope / Associated deadlines Status ’ Outputs / Date

identified within our testing.

Grants Report Summary of our certification work completed on | To be drafted after certification work Grants Report to those charged with
31 March 2013 claims, to be issued by February concluded. governance to be issued by February
2014. 2014.

The audit certificate for 2011/12 remains outstanding pending the conclusion of our response to an objector and their request for the provision of access
to requested information. The objector submitted their objection on 15 February 2013. We have obtained additional information from the Council to
assess the impact of the issues raised by the objector. We subsequently met with the objector to outline our preliminary conclusions. The objector
submitted additional information that we are required to follow up. We are now assessing that additional information in order that we can prepare our
final response. We continue to await the Council’s self-assessment of policies and procedures against the relevant regulations.

Another individual has recently submitted a freedom of information request with a number of overlaps with the issues raised by the objector which the
Council is in the process of responding to. This also needs to be taken into account in our final response.

In addition, the objector’s representative has informed us that, pending completion of further research relating to use of bailiffs by the Council, he may
raise an objection to the Council’s 2012/13 accounts.

Our certificates for 2011/12 and 2012/13 can only be issued once we have fully completed the work necessary to consider and respond to the ongoing
objection and, for 2012/13, any work necessary to address the potential objection referred to.

BDO
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SOUTHEND-ON-SEA BOROUGH COUNCIL

2013/14 Annual Audit Plan - progress summary as at 18 December 2013

Area of work

Scope / Associated deadlines

Planning

Risk assessment and formulation of the audit
plan.

Detailed audit plan to be issued outlining
direction of the audit.

Status Outputs / Date RAG

First phase of work completed.

Planning Letter 2013/14
Reported to the Audit Committee in
June 2013.

Audit Plan 2013/14
Target issue date February 2014.

Financial statements

Interim audit

Audit of the key financial systems that support
the financial statements of accounts.

To be completed prior to commencement of the
audit of the financial statements in July 2014.

Start date agreed.

We report to management any
deficiencies in internal control
identified during the audit.

Where we identify significant
deficiencies in internal control
identified during the audit we also
report those in our Annual
Governance Report.

Financial
Statements audit

Audit of the draft financial statements to
determine whether they give a true and fair view
of the Council’s financial affairs and the income
and expenditure for the year.

Deadline for issue of audit opinion and

publication of the statement of accounts is 30
September 2014.

Start date agreed.

Annual Governance Report
Target issue date September 2014.

Opinion on the financial statements
Target issue date September 2014.

Whole of
government
accounts audit

Audit of the consolidation pack for consistency
with the audited statement of accounts.
Consolidation pack opinion - deadline not yet
finalised - expected to be early October 2014.

Start date to be agreed.

Opinion on the WGA Consolidation
Pack
Target date October 2014.

December 2013
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SOUTHEND-ON-SEA BOROUGH COUNCIL

Scope / Associated deadlines

Status

Area of work ‘

Use of Resources

’ Outputs / Date

Use of resources

Review of use of resources based on:

e proper arrangements in place for securing
financial resilience

e proper arrangements for challenging how the
Council secures economy, efficiency and
effectiveness.

Conclusion to be given alongside the accounts
opinion by the deadline of 30 September 2014.

Start date to be agreed.

Annual Governance Report
Target issue date September 2014.

VFM conclusion

Review to support a conclusion on whether the
Council has appropriate arrangements in place to
secure economy, efficiency and effectiveness in
its use of resources for the year ended 31 March
2014.

Conclusion to be given alongside the accounts
opinion by the deadline of 30 September 2014.

Start date to be agreed.

Annual Governance Report
Target issue date September 2014.
VFM conclusion

Target issue date September 2014.

Reporting

Annual Audit
Letter

Public-facing summary of audit work and key
conclusions for the year. To be finalised by 31
October 2014.

This will follow completion of the Audit.

Annual Audit Letter
Target issue date October 2014.

Grants certification

Grants and
returns

To audit and submit grant claims and returns by
the relevant deadlines.

Start date to be agreed.

All grants claims and returns to be

audited in line with agreed schedule.

Grants Report

Summary of our certification work completed on
31 March 2014 claims, to be issued by February
2015.

To be drafted after certification work
concluded.

Grants Report to those charged with
governance to be issued by February
2015.
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SOUTHEND-ON-SEA BOROUGH COUNCIL

Appendix A: Action Plan

Summary of progress with implementing audit recommendations

This report is intended to provide the Audit Committee with an update of the progress that the Council has made in implementing our recommendations
from the 2011/12 and 2012/13 audit.

We have received an update on progress from management and assessed whether the action taken by the Council addresses the expectations of the
recommendation. This is included as a “RAG” assessment in the report with the following definitions:

@ ® © @

NC&O NCNYD CNYC CCIp
Not completed and Not yet completed, but Reported as Completed and
overdue not yet due completed, but not yet confirmed in place
checked
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SOUTHEND-ON-SEA BOROUGH COUNCIL

2011/12 AUDIT RECOMMENDATIONS

‘ Timing Latest management update Recpase

Conclusions from work ’ Recommendations 2011/12 ‘ Management responses Responsibility

Financial statements

6. Car Park Income Complete a Agreed - ETE will carry | Derek Kenyon October Reconciliations are now

Our testing identified that the reconciliation on a out a monthly (Car Parking 2012 undertaken and appropriate

Council do not complete a regular basis between reconciliation of Manager) records are maintained.

reconciliation between the the actual income electronic car parking December 2013

amount of income received received and the income | payments. CNYC
from the company which runs | Per the receipts (minus See note
the credit card services for any fee taken by the

the Council’s parking company) to ensure that

machines, and the amount of | income received through
credit card payments made this means is at the level
per the audit ticket from the | €xpected.

individual parking machines.

This means that the Council
could be losing income if the
correct amount is not being
paid over by the credit card
company.

IBDO

December 2013 8



SOUTHEND-ON-SEA BOROUGH COUNCIL

Conclusions from work

7. Analysis of Debtors and
Creditors

Our testing identified
instances where debtors and
creditors were misclassified in
the analysis notes within the
financial statements. In
particular, the accounts
receivable and payable codes
were all posted as ‘general’
debtors and creditors without
being appropriately analysed
into the sub-headings within
their associated notes. Some
receipts in advance with
central government were
included as central
government creditors and
some were classified as
receipts in advance. The
differences arise due to Group
Accountants treating items
differently when they post
items to the ledger codes.

Although the Council did
amend for all
misclassifications above
triviality, the Council should
endeavour to ensure that the
classifications within these
notes are accurate.

Ensure that Group
Accountants use a
consistent approach
when posting debtor and
creditor balances on the
ledger to ensure that
they are correctly
classified within the
debtor and creditor
analysis notes.

Complete a check on the
amounts included within
the accounts payable
and receivable codes to
ensure that they are re-
analysed in the debtor
and creditor notes as
appropriate.

Agreed - year end
guidance to the
finance teams will be
updated to stress the
necessity of consistent
analysis of debtor and
creditor balances to
ensure correct
treatment in the
analysis notes of the
Financial Statements.

‘ Recommendations 2011/12 ‘ Management responses ‘ Responsibility

lan Ambrose

(Group Manager -
Financial
Management)

‘ Timing

June 2013

‘ Latest management update

Training session on year-end
processes including consistent
approach to Debtors and
Creditors were held in January
and March 2013.

June 2013

Issue will be raised with
relevant staff during the pre-
planned year end training
sessions being held in January
and March 2014.

December 2013

RAG status ‘

CcCIp

December 2013
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SOUTHEND-ON-SEA BOROUGH COUNCIL

Conclusions from work

Internal controls

‘ Recommendations 2011/12 ‘ Management responses ‘ Responsibility

‘ Timing

‘ Latest management update

RAG status ‘

1. Reconciliations

Our audit work identified that
the bank and payroll
reconciliations were not being
completed on a monthly basis.
This resulted in a delay in
receiving the year end
reconciliations for these areas
and adjustments being
required to be made to the
financial statements as a
result.

We also identified that, since
the implementation of
Agresso, Officers have not
been utilising the
reconciliation / checks
between the feeder modules
as the system intends. Instead
manual reconciliations were
being used.

Ensure that all
reconciliations are
completed on a monthly
basis and that the year
end reconciliations are
completed in time for
the closure of the
2012/13 financial
statements.

Ensure that
reconciliations within
the Agresso system are
completed as the system
intended, making use of
the automated
reconciliation controls
within the system.

Agreed.

We are working
towards that position,
however there needs
to be changes to
systems outside of
Agresso so that the
cashbook information
can be disaggregated
in a way that enables
automated
reconciliation. Until
automation can be
successfully enabled,
reconciliations will
continue to be
manually compiled.

Caroline Fozzard

(Group Manager -
Financial Planning
& Control)

March 2013

Monthly reconciliations are
being undertaken and work is
on-going to ensure timely
completion for the 2012/13
financial statements, which has
resulted in a minimal balance
for final reconciliation.

Systems mapping work has been
undertaken relating to the cash
code on the general ledger.
This has identified areas of
further work to assist the
reconciliation process.

To enable the cashbook
information to be disaggregated
in a way that enables
automated reconciliation,
changes are needed to the cash
receipting system. This system
is now out to tender and will be
upgraded for go-live April 2014.

September 2013

The tender process is complete
and the provider has been
chosen. The contract is to be
signed shortly and project
planning and preparation work
is underway for planned
implementation by April 2014.

December 2013

CccIp

NC&O
See note '

! The reconciliations are now being performed on a timely basis with only trivial un-reconciled differences remaining. The final solution to achieve the automatic
reconciliation sought is currently being developed by management.

December 2013
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SOUTHEND-ON-SEA BOROUGH COUNCIL

2012/13 AUDIT RECOMMENDATIONS

Latest management update

RAG status

Conclusions from work Recommendations 2012/13 | Management responses Responsibility Timing

Title Deeds

We identified that two of the
land and buildings selected in
our sample do not currently
have title deeds registered
with the land registry. If the
assets are not registered it
could leave other parties to
make a claim that the asset
belongs to them.

Put in place programme
to review all land and
buildings over the next
few years to ensure that
they are registered. This
will ensure that there
are no future legal
implications regarding
the ownership of council
assets.

Many of the land and
building assets have
been owned by the
Council for a great
many years, before it
was a requirement to
register them with the
Land Registry.

The legal department
have confirmed that
the title deeds should
be sufficient to prove
ownership and the
Council’s interest will
stay intact. However,
if land is not registered
it can affect the ease
and speed of proving
title, but not generally
in proving ownership.

The legal team have
been undertaking a
registration project
and so far most of the
Council’s title has been
registered. They have
limited resources but
are reviewing and
dealing with this on an
on-going basis.

Peter Tremayne
(Acting Principal
Solicitor)

On-going

The process is continuing and

the Land Registry are currently
examining titles passed over to
the Southend-on-Sea Borough
Council by Essex County Council
on the 1998 reorganisation and
registering where required.

All registered deeds are being
entered on the Atlas Mapping
system along with general
ownership.

The project is on-going.
December 2013

NCNYD

December 2013
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SOUTHEND-ON-SEA BOROUGH COUNCIL

Conclusions from work

‘ Recommendations 2012/13 ‘ Management responses ‘ Responsibility

‘ Timing

Latest management update

RAG status

|

Unpresented cheques Review the unpresented | A review is currently Caroline Fozzard June 2014 | This cheque reconciliation
At the year end there are 317 cheque list for all underway of the (Group Manager - review has been completed,
cheques older than 1 year, cheques over one year cheque reconciliation Financial Planning including those cheques
included within unpresented old and cancel these process and this & Control) deemed to be ‘out of date’.
cheques list. These cheques items. includes those cheques Journals have been posted to CNYC
total a trivial amount of deemed to be ‘out of action these as appropriate.
£90,327.36. gggeb’é g\nﬁgntqhilzzzziew December 2013
Given the age of thege these items wFi’ll be ,
Egefausehseghsg\:re unlikely to actioned appropriately.

This understatement

should be viewed in

the context of the

overall cash and cash

equivalents balance at

31/3/13 of £34 million.
Related party declaration Include the requirement | Agreed. Joanna Ruffle December | Completed - November 2013.
forms for a related party form (Head of People 2013 The leavers form has been
An officer who left the to be completed by and Policy) appropriately amended.
Council during the year failed | relevant staff within the December 2013
to return their declaration staff leaving procedures. CNYC
forms as at the date of the
audit.
There is the potential that
related party transactions
may be taking place without
the council's knowledge,
leading to error in disclosure.

December 2013
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SOUTHEND-ON-SEA BOROUGH COUNCIL

Conclusions from work ‘ Recommendations 2012/13 ‘ Management responses ‘ Responsibility ‘ Timing ‘ Latest management update RAG status ’
Related party transactions During the accounts Agreed. An appropriate | lan Ambrose June 2014 | Issue will be raised with
For a number of transactions | Production process management review (Group Manager: relevant staff during the pre-
disclosed as related parties it | consider how the will be undertaken. Financial planned year end training
was not clear from the proposed transaction Management) sessions being held in January
information available to us meets the definition and March 2014.
ithin the Code of NCNYD

whether they meet the within the Lode ot a December 2013
definition of a related party. ;ella;teg.pa;rty gransactwn
There is the potential that 0 be disciosed.
related party transactions
may be over disclosed
Raising of invoices Internal Audit has raised | Agreed. Revised Christine Lynch March 2014 | Since July all invoice requests

that a check needs to be | Processes went live on | (Group Manager: have been automatically
There are no checks in place ) Civica, the Council’s Revenues) imported to Civica.
to ensure that all invoice put in place to ensure: EDRMS system, in July. Weekly Management check now
requests are raised and have | o  delays when raising | 1€ effectiveness of in place. CNYC

been raised accurately.

This could lead to invoices not
being raised leading to a
reduction in the income
received by the Council.

invoices are
detected

e errors made when
raising of invoices
are corrected

e all invoices
requested are
produced

the revised control
procedures will be
monitored on an on-
going basis.

December 2013

December 2013
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SOUTHEND-ON-SEA BOROUGH COUNCIL

Conclusions from work

Recommendations 2012/13 ‘ Management responses

Responsibility

Latest management update

RAG status

‘ Timing

Raising of credit notes Internal Audit has Agreed. All relevant Christine Lynch March 2014 | Credit Notes - Procedure Note
recommended that a budget holders have (Group Manager: now in place, all requests must
Internal audit identified a ) been contacted Revenues) be agreed by authorised
number of credit notes which Sch:me of Delegation ZZTle(;,r;gt,g:]ef?;hcerzgtOf signatory.
. with appropriate 1 1 December 2013
had not been appropriatel CNYC
. pprop Y authorisation levels is note approval.
authorised.
determined and
Credit notes are implemented and
inappropriately raised evidence of this exercise
reducing the income due to and the approvals sought
the council. is retained.
December 2013 14 I_:




SOUTHEND-ON-SEA BOROUGH COUNCIL

Conclusions from work

Adult Social Care Debt

Through our testing of adult
social care income it was
identified that the property
value used as a cap when
calculating the debt to be
recognised is based upon the
representations of the client
about the property value and
is not verified to an external
valuers opinion.

This could mean that the
council is unable to reclaim
all of the debt if the property
cannot be sold for as much as
the client is claiming. It
could also mean that the
value of debt may be
understated if the value of
the property is more than the
client claims it is worth.

‘ Recommendations 2012/13 ‘ Management responses ‘ Responsibility

Obtain a valuation of the
property when the client
first enters the care
system and subsequently
review this valuation
every 5 years on a rolling
basis, in accordance with
the suggestions from the
Group Manager
(Department for People).

We are now requesting
those who have been
on a deferred payment
for more than a year
for a valuation from an
estate agent and we
will continue to ask for
them on an annual
basis thereafter.

Sarah Baker
(Group Manager:
Department for
People)

‘ Timing

Immediate

Latest management update

We continue to request an
estate agent valuation for those
who have been on a deferred
payment for more than a year
and on an annual basis
thereafter.

At the start of the deferred
payment period, an estimated
valuation is obtained from the
Zoopla website which gives us
an idea of what the value of
like properties are in the area.

December 2013

RAG status

CNYC

|

December 2013
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