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Audit Arrangements for the BCF Accounts
Proposal
1. Paragraph 6.2.2 of the BCF Constitution, requires the BCF Board to appoint an “auditor”.  By implication, this means that the accounts have to be subject to a full statutory audit (- see Annex A for full wording).  A review of appropriate legislation and professional guidance has indicated that there is no legal requirement to subject the BCF accounts to a full statutory audit, and that an independent examination would be sufficient.  An independent examination is a cheaper alternative to an audit.  Therefore, the Board asks Council to:
a. Authorise the replacement of the word “auditor” with “independent examiner” throughout paragraph 6.2.2 of the BCF Constitution; and
b. Authorise the Board to commission an independent examination rather than a full audit of both the 2008-09 and the 2009-10 BCF accounts.

What is contained in the BCF accounts
2. The BCF accounts show the consolidated results of three underlying accounts.  All of these underlying accounts are subject to a full statutory audit.  Therefore, removing the requirement to have a full statutory audit on these accounts, would not have any impact on the assurance that Council has over the accuracy of the BCF accounts or of the usages to which the assets therein have been put.
Does the BCF have an exemption from audit
3. The BCF has a non-standard legal structure.  To ensure that the BCF can take advantage of an exemption from audit, the Board has reviewed the relevant legislation (Companies Act 2006) and guidance available on the Charities Commission, ICAEW and BIS websites.  Following this review, it is the opinion of the Board that the BCF does qualify for an exemption from a full statutory audit.
Difference between an Audit and Independent Examination
4. Independent Examination is an alternative to professional audit. It is a process of scrutinising accounts below the level of a professional audit.  It covers slightly less than a full audit, but is still a very thorough form of scrutiny.  It is carried about by an individual, called an Independent Examiner, who will:
a. look at the accounts; 
b. gain an understanding of the organisation 
c. compare the accounts to the books, perform various other checks including analytical procedures, events occuring after the year end; 
d. Record the procedures carried out; 
e. Review the accounting records;
f. Review the trustees report: and
g. write an independent report for circulation with the accounts.
5. The wording of an Independent Examination report is different from an audit.  An audit report normally says whether the accounts give a "true and fair view".  By contrast an Independent Examiner's report gives a "negative assurance".  An Independent Examiner gathers extensive evidence as required under the rules, and then says whether or not certain matters "have come to my attention".  To paraphrase the Regulations, if the examination is satisfactory, the Independent Examiner declares that:
a. no evidence was found of a lack of accounting records; 

b. nor of the accounts failing to comply with the records; 
c. nor are there other matters that need to be disclosed. 

6. It is the opinion of the Board that Independent Examination will give sufficient assurance as to the accuracy of the BCF accounts.

Annex A – Extract from the BCF Constitution
6.2.2 Council shall, at its Annual Meeting, appoint an auditor who shall have the right to attend and to speak at meetings of the Council. The auditor shall have access to all the financial records and is entitled to require from the Officers such information and explanations as he or she thinks necessary for the performance of his or her duties as auditor. Unless Council directs otherwise, a person may only be appointed as auditor if that person would be eligible for appointment under section 25 of the Companies Act 1989 had the Federation been a company incorporated under the Companies Act 1985.
