Audit Detailed Report

Date

Last saved: 09/05/2007 11:52:00

Fi ounts audit
re

East Sussex Fire Authority

Audit 2005/06



- Audit Commission descriptor to be inserted by Publishing-

Document Control

Author J Jacobs

Filename ESFA Final accounts a

Status of our reports

on tape, or in alanguage-other than English, please call 0845 056 0566.

© Audit Commission 2006

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



Final accounts audit report | Contents 3

Contents

Summary Report
Introduction
Background

Audit approach
Main conclusions

Detailed Report

Working papers

Systems

Fixed assets

Whole of Government accounts

o O© 0 N NN o o b~ b~ b~

—

Appendix 1- Action Plan

East Sussex Fire Authority



4 Final accounts audit report |

Summary Report

Introduction

1 The Authority is responsible for the preparation of financial statements as at 31
March each year. The external auditor is responsible for undertaking an audit of
those statements and reporting whether in his/her opinion they present fairly the
financial position.

2 The prime objective of our opinion work is to provide the following:

e An independent assessment of the accounts, to € hat they present

internal control reflects compliance w 4
with other information we are aware of fre r cumulative audit knowledge.

the Treasury to
(WGA). These
sector, includ
to adopt best

€ udit of the Authority's financial statements in September
2006. As part ofour work on the Authority's statements we gave the required vim
conclusion and certified the WGA pack.

6 The statements were approved by the Scrutiny and Audit Panel on 22 June 2006,
before the deadline of 30 June 2006 required under the Accounts and Audit
Regulations 2003 (AAR).

East Sussex Fire Authority
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International Standard of Auditing (UK and Ireland) (ISA) 260 requires auditors to
report to those charged with corporate governance (as distinct from
management) certain matters before they give an opinion on the financial
statements. These were set out in the Annual Governance Report for 2005-06
which was presented to the Scrutiny and Audit Panel on 14 September 2006.

This report summarises issues that arose in our pre and post statement testing,
details amendments that were required to be made to the financial statements
prior to their certification and, where appropriate, makes recommendations at
Appendix 1 for improvements for the future.

7 of those charged
al statements.

The Annual Governance Report for 2005-06 drew the atten
with governance to a number of issues related to the fina

Audit approach

Our audit approach is designed to enable us pinion on
the accounts of the Authority and to be co ¢
International Standards on Auditing (ISAS
following:

e Establishing joint working ayra

e Authority's material systems; those
he financial statements;

e Substantive testing of random samples of transactions in areas where we
were unable to rely on system controls.

East Sussex Fire Authority
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Main conclusions

An unqualified opinion dated 29th September 2006 was given on the financial
statements of the Authority. We also concluded that the Authority had made
proper arrangements to secure economy, efficiency and effectiveness in its use
of resources. The WGA pack was certified by the required deadline established
by the Treasury.

The statements presented for audit were free from material misstatement and
had been prepared in accordance with proper professional practice. During our
work the Authority agreed to make some minor amendments’to them.

Appendix 1 to this report is an action plan which details ourfecommendations
arising from the audit and includes target completion dates agreed by Authority
officers.

Our pre-statement testing of material systems was’helped by the centinued co-

were

East Sussex Fire Authority
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Detailed Report

Working papers

The working papers supplied to support the financial statements were generally
of a good standard, complete and provided entirely electronically. In advance of
the audit we had discussed our needs with officers to ensure they were more
closely aligned with the reporting capabilities of the main financial accounting and

prepared and the availability of all working papers.
simultaneously with draft accounts is a requireme
theme of the Use of Resources assessment.

Some fine tuning can be done to the worki C
and these will be discussed with officer [ il i ifyNimadvance
transaction lists wherever we can so that in i
in determining samples for testing.

Systems

Our pre-statement testing of the accounts payable system, an integrated module
of SAP, revealed several weaknesses:

e We found that four out of the five officers able to make payments for goods
and services received could also initiate the orders for those goods and
services. There were off SAP controls and internal protocols in place to
prevent such an occurrence, but officers accepted our findings and made
changes to SAP permissions and some duties attached to posts immediately.

East Sussex Fire Authority
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e Financial regulations allow for some transactions, mainly utilities, to be paid
for without raising a purchase order. Our testing showed that this was
happening for a much wider range of transactions. The Authority is satisfied
with the controls in place for these transactions and the Financial Regulations
are due to be amended to reflect the wider use of them.

e Our testing of two transactions revealed that the invoices had been paid
without the normally required form of confirmation that goods had been
received or formal authorisation for payment. For one transaction, an e-mail
had been attached requesting that the invoice be paid, but the sender was not
an authorised signatory for the relevant budget. It should be noted however,
that the amounts involved were insignificant.

we will review these in our pre-statement work for i
recognise that 2005-06 was the first full year of

resolved.

Fixed assets

Creditors

As in previous years, the Authority included in the year end creditors balance an
amount for the ongoing replacement and maintenance of fire hydrants. We
concluded that as neither the timing nor the amounts to be paid are certain at the
year end, this does not constitute a creditor. We accept that whilst it is prudent to
recognise the future cost of such works this should be done through a provision
rather than creditors. The accrual was £85k in the 2005-06 financial statements
and, while not material, its size warranted an entry in the Annual Governance
Report.

East Sussex Fire Authority



28

29

Final accounts audit report | Appendix 1—- Action Plan 9

Whole of Government accounts

At the commencement of our audit of the 2005-06 financial statements, it was
clear that the Authority was unaware of the need for it to complete a WGA pack
for the Treasury. Once agreed that such a pack was required, it was submitted to
us for audit before the deadline.

Our testing revealed a number of minor errors, all of which were corrected, and
the pack was certified and submitted in accordance with the Treasury timescales.

East Sussex Fire Authority
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Appendix 1— Action Plan

Page Recommendation

no. 1=Low
2 = Med
3 = High

7 Working papers

Working papers should be submitted for 3
audit at the same time as the financial
statements.

R.Charman/

7 Accounts payable

Internal controls should be operated 3
effectively and financial regulations should

be followed in the operation of the

accounts payable system.

man

//\\

8 Fixed assets

The fixed asset register should be accurat / rman/
and up to date. / roadbridge
"\\/
R.Charmm\/ yes
D.Broadbridge

8 Donated vehicle

A consistent accounting treatment for thIS
vehicle is needed in readiness
preparation of the 2006-07 fi
statements. We will workAwithvthe Authorit
to clarify the treatment.

9 Creditors \ \

A provision should be established, ather
than the creation of a creditor at
end, to smooth the annual cost of f|
hydrant repairs and replacements.

R.Charman/

East Sussex Fire Authority

D.Broadbridge

IRV

D.Broadbridge

Priority Responsibility Agreed

f(ﬁ

yes

\ yes

\

yes

.

/C ments

AN

The worki p ers will only be handed over
at the samet eas the financial statements.

The Fire Authority is clarifying the accounting
treatment for this vehicle.

Should a provision be required, a provision
rather than the creation of a creditor will be
made.

Date

June 2007

ongoing

year end

year end



