
ENCLOSURE 5.1 

CANNOCK CHASE COUNCIL 

AUDIT AND GOVERNANCE COMMITTEE 

27 SEPTEMBER 2011 

REPORT OF HEAD OF FINANCIAL MANAGEMENT 

EXTERNAL AUDIT OF THE STATEMENT OF ACCOUNTS 2010-11 AND MANAGEMENT 
REPRESENTATION LETTER 

1. Purpose of Report 

1.1 To report the process for the approval of the audited statement of accounts for the financial year 
ended 31 March 2011. 

2. Recommendation 

2.1 That members note the contents of the report and refer to separate items on the Agenda 
covering : 

 a)        ISA 260 – External Auditors Report 

 b)        Statement of Accounts 2010-11 

2.2 Members approve the Management Representation Letter of the Responsible Financial Officer. 

3. Conclusions and Reasons for Recommendations 

3.1 The accounts are required to be published by 30 September (Post Audit). 

4. Summary 

4.1 The authority is required to publish its accounts, including the Auditors Report or Opinion, by the 
30 September each year. 

4.2 Two fundamental changes exist in relation to the process for 2010-11 

a) The accounts are now prepared in accordance with International Financial Reporting 
Standards  which although standardises accounting policies internationally, does result 
in more complex accounts. This being particularly relevant in relation to 2010-11 with 
restated figures being provided for 2009-10, and where applicable 31 March 2009, with 
additional disclosures to the accounts also being provided 

b) The accounts are no longer required to be approved by a Committee of the Council 
before submission for External Audit. Instead the approval process requires the 
accounts to be certified by the 30 June by the Section 151 Officer (Head of Financial 
Management) as providing a true and fair view of the financial position of the Council as 
at the 31 March 2011. The accounts are then audited and considered by Audit and 
Governance Committee alongside the Auditors report by the 30 September.    
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4.3 External Auditors are required to report the findings of their audit via an ISA 260 report to Audit 
and Governance Committee before they are able to provide an opinion and hence enable the 
Accounts to be published. 

4.4 Audit Commission are still in the final stages of completing the audit and drafting ISA260 and 
this will be provided to Committee as soon as possible. 

4.5 A number of minor amendments have already been made in respect of the presentation and 
classification of information as contained in the notes to the accounts and errors corrected 
however they again do not affect the financial position of the Council.  

4.6 The approval process for the accounts also requires  the Committee charged with governance, 
and consideration of the audited Accounts, to discuss and approve the management 
representation letter  (Appendix A ). 

5. Background 

5.1 In accordance with the Accounts and Audit Regulations 2003, (as amended by the Accounts 
and Audit (Amendment) Regulations 2006), the Responsible Financial Officer (Head of Financial 
Management) was required to report the Council’s final accounts to members prior to audit and 
again after the audit, along with details of any significant adjustments as a result of the audit. 
The accounts were required to be approved by 30 June (Prior to audit) and published by 30 
September (Post Audit).The published accounts include the Auditors Report or Opinion on 
whether the accounts fairly represent the financial position of the authority as at 31 March .  

5.2 The Accounts and Audit Regulations were revised in 2011 so that Member Approval related to 
the Audited Accounts having due regard to the Auditors Report. The pre-audited accounts were 
however to be approved by the Council in the form of certification by the Section 151 Officer that 
the Statement of Accounts provided a true and fair view of the position of Cannock Chase 
Council as at 31 March 2011 and its Income and expenditure for the year ended 31 March 2011. 

5.3 In order to ensure financial reporting was maintained a variety of Outturn reports were 
considered by Cabinet at its meeting of the 21 July 2011. 

5.4 External Auditors are required to report the findings of their audit via an ISA 260 report to Audit 
and Governance Committee before they are able to provide an opinion and hence enable the 
Accounts to be published. 

5.5 In addition the Committee charged with governance, and consideration of the audited Accounts, 
is required to discuss and approve the management representation letter. 

5.6 The audited accounts for 2010-11, including the Auditor’s opinion are to be submitted to Council 
on the 28 September 2011. 
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6. Communication of audit matters those charged with governance-International Standard 
on Auditing (ISA260) 

6.1 In accordance with the ISA 260 Audit Commission, the Council's external auditors have a duty to 
report to those charged with governance those issues arising from the audit of the financial 
statements of Cannock Chase District Council. 

6.2 The auditors who must provide a representation in terms of their integrity, objectivity and 
independence will review and report on the following issues : 

a) Qualitive aspects of accounting practices and financial reporting 
b) Misstatements within the Accounts 
c) Material weaknesses in Internal control 
 

  
6.3 The contents of the report and in particular any misstatements and recommendations for future 

improvements are discussed with officers following the audit and the accounts amended 
accordingly. 

6.4 If the auditor identifies any misstatements in the accounts and officers refuse to correct them, 
these misstatements should be reported to those charged with governance, with a request that 
the adjustments are made. In the event of the Audit and Governance Committee refusing to 
make such adjustments, a written representation is then required by the auditors detailing the 
reasons for not making the adjustments as required. 

6.5 Audit Commission are still in the final stages of completing the audit and drafting ISA260 and at 
this stage no changes to the overall financial position of the Council have been identified. 

6.6 A number of minor amendments have already been made in respect of the presentation and 
classification of information as contained in the notes to the accounts and errors corrected 
however they again do not affect the financial position of the Council. 

6.7 The final Auditors Report on ISA 260 forms a separate item on the agenda and will be issued in 
due course and will detail the corrections implemented, recommendations for performance 
improvement  and any outstanding adjustments for consideration. 

6.8 Members should note that the ISA 260 report also provides an assessment of the arrangements 
put in place to secure Value for Money - economy, efficiency and effectiveness in the use of 
resources, and to ensure proper stewardship and governance. 

7. Cannock Chase District Council Management  

7.1 As stated in paragraph 4.4 external auditors are required to obtain written representations from 
management in relation to the following areas : 

 Related Party Disclosures 

 Compliance with Laws and Regulations 
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 Unadjusted Audit Differences 

 Fraud 

 Contingent Liabilities 

 Post Balance sheet events 

7.2 The representation letter should be completed and signed by the Responsible Financial officer 
(Head of Financial Management) following completion of the audit and discussed and approved 
by this Committee. 

7.3 A copy of the letter is attached as Appendix A and Committee are requested to approve this 
representation.  
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         Appendix A 

 
 
Please ask for:  Mr R.Kean Your Ref:  

Phone: 01543 464334 My Ref: 
 

E-Mail: bobkean@cannockchasedc.gov.uk  
 
 
Mr Grant Patterson 
Audit Commission 
Opus House 
Priestley Court 
Stafford Technology Park 
Beaconside 
Stafford 
ST18 0LQ 
 
 
Dear Mr. Patterson, 
 
Re: Audit for the Year Ended 31 March 2011 
 
 
I confirm to the best of my knowledge and belief, having made appropriate enquiries of other directors, 
officers and officials of Cannock Chase District Council, the following representations given to you in 
connection with your audit of the Council’s financial statements for the year ended 31 March 2011. All 
representations cover the Council’s accounts included within the financial statements. 
 
Compliance with the statutory authorities 
 
I acknowledge my responsibility under the relevant statutory authorities for preparing the financial 
statements in accordance with the Code of Practice for Local Authority Accounting in the United 
Kingdom: A Statement of Recommended Practice which present fairly the financial position and 
financial performance of the Council and for making accurate representations to you. 
 
Uncorrected misstatements 
 
I confirm that I believe that the effects of the uncorrected misstatements listed in the attached schedule 
are not material to the financial statements. These misstatements have been discussed with those 
charged with governance within the Council and the reasons for not correcting these items are as 
follows; 
 

• Insert agreed text here if the ISA 260 reports any uncorrected misstatements 
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Supporting records 
 
All the accounting records have been made available to you for the purpose of your audit and all the 
transactions undertaken by the Council have been properly reflected and recorded in the accounting 
records. All other records and related information, including minutes of all Council and Committee 
meetings, have been made available to you. 
 
Irregularities 
 
I acknowledge my responsibility for the design and implementation of internal control systems to 
prevent and detect fraud or error. To the best of my knowledge there have been no: 

• irregularities involving management or employees who have significant roles in the system of 
internal accounting control; 

• irregularities involving other employees that could have a material effect on the financial 
statements; or  

• communications from regulatory agencies concerning non-compliance with, or deficiencies on, 
financial reporting practices which could have a material effect on the financial statements. 

 
I also confirm that I have disclosed: 

• my knowledge of fraud, or suspected fraud, involving either management, employees who 
have significant roles in internal control or others where fraud could have a material effect on 
the financial statements; and 

• my knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s financial 
statements communicated by employees, former employees, analysts, regulators or others. 

 
Law, regulations, contractual arrangements and codes of practice 
 
To the best of my knowledge there are no instances of non-compliance with laws, regulations and 
codes of practice, likely to have a significant effect on the finances or operations of the Council. 
 
 
Fraud 
 
An effective system of internal financial control designed to prevent and detect fraud and error is in 
operation at the Council.  Accordingly: 
 

• I have disclosed to you all significant facts relating to any frauds or suspected frauds known to 
me that may have affected the Council; and 

• I have disclosed to you the results of the Councils assessment of the risk that the financial 
statements may be materially misstated as a result of fraud. 

 
Fair Values 
 
I confirm the reasonableness of the significant assumptions within the financial statements.  
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Assets 
 
To the best of my knowledge the following have been properly recorded and, where appropriate, 
adequately disclosed in the financial statements: 

• losses arising from sale & purchase commitments; 

• agreements & options to buy back assets previously sold; and 

• assets pledged as collateral. 
 
Compensating arrangements 
 
There are no formal or informal compensating balancing arrangements with any of our cash and 
investment accounts; we have no other lines of credit arrangements. 
 
Contingent liabilities 
 
To the best of my knowledge there are no other contingent liabilities, other than those that have been 
properly recorded and disclosed in the financial statements. In particular: 

• There is no significant pending or threatened litigation, other than those already disclosed in 
the financial statements. 

• 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. 

. 
 
Related party transactions 
 
I confirm the completeness of the information disclosed regarding the identification of related parties. 
The identity of, and balances and transactions with, material related parties have been properly 
recorded and where appropriate, adequately disclosed in the financial statements. 
 
Post balance sheet events 
 
Since the date of approval of the financial statements by the Council, Connaught (Social Housing) 
have been put in administration however at this stage of proceedings it is believed that the risk 
management arrangements of the Council will prevent any amendments to the Accounts however the 
full implications are yet to be fully evaluated There are no other significant post balance sheet events 
that have occurred which would require additional adjustment or disclosure in the financial statements. 
 
The Council has no plans or intentions that may materially alter the carrying value or classification of 
assets and liabilities reflected in the financial statements. 
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Signed on behalf of Cannock Chase Council 
 
I confirm that this letter has been discussed and agreed by the Audit Committee on 27 September 
2011. 
 
Signed: 
 
 
Bob Kean 
Head of Financial Management 
 
 
Date: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


