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The Audit Commission is an independent watchdog, 
driving economy, efficiency and effectiveness in local 
public services to deliver better outcomes for everyone. 
 
Our work across local government, health, housing, 
community safety and fire and rescue services means 
that we have a unique perspective. We promote value for 
money for taxpayers, auditing the £200 billion spent by 
11,000 local public bodies. 
 
As a force for improvement, we work in partnership 
to assess local public services and make practical 
recommendations for promoting a better quality of life 
for local people. 
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Key messages 

This report summarises my findings from the 2009/10 
audit. My audit comprises two elements:  
 the audit of your financial statements (pages 6 to 9); 

and  
 my assessment of your arrangements to achieve 

value for money in your use of resources (pages 10 
to 13). 

Overview 
1 This year has seen Cannock Chase District Council make 
improvements against all the priority areas in your Corporate Plan. Across 
the six priority delivery plans, your greatest successes have been around 
children and young people, healthier communities and the collection of 
recyclables. At the same time you have also improved your performance 
against National Performance Indicators in 2009/10. 

2 However, the economic downturn has had a profound effect on what is 
already an area with high levels of unemployment and deprivation. And, 
there are further challenging times ahead. Unprecedented Government 
funding cuts will mean that councils and other public services will need to 
work both harder and smarter.   

3 With around 40 per cent of local workers employed by the public sector 
you will face greater challenges than others. However, you have made 
progress made during the year in understanding your costs and the links to 
performance. This should continue to help you develop and identify 
opportunities for greater efficiencies in working so that they are delivered in 
the most effective way. 

4 Partnerships continue to be key. You are about to complete the first 
phase of your shared service agenda for the delivery of a number of  
back-office and front-line services with Stafford Borough Council. This has 
the potential to improve the resilience and quality of services, and to 
generate savings. But, there are also risks associated with such a major 
change and the implementation will require continuation of the current 
project management arrangements if it is to achieve the full benefits. I will 
continue to work closely with you over this period. 
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Current and future challenges 

Economic downturn and pressure on the public sector 

5 The Coalition Government's Comprehensive Spending Review (CSR) in 
October announced that there will be, on average, a 7.1 per cent cut each 
year for Councils from April 2011 until 2015. These are expected to be 
frontloaded. You are anticipating that the bulk of the cuts will take place in 
the early years, with a cut of approximately 12 per cent in 2011/12.   

6 Growth in the economy remains slow with uncertainty regarding the 
possibility of a double-dip recession. This presents further challenges to the 
Council because your income is likely to be reduced from fees and charges.  
The Staffordshire economy also has a high dependence on public sector 
employment, which will be affected by the cuts across County, District, 
Police and Health bodies. Maintaining financial resilience in the light of 
these pressures will be paramount. 

7 The robustness of your financial management and the future service 
and financial strategy will be key to you in achieving your ambitions. You 
have already recognised the need for savings. You have plans in place to 
meet the funding gap during the short to medium term. It will be important 
for you to monitor that the planned savings are being achieved, and to be 
responsive if it emerges that they are not. 

Shared services 

8 You intend to share the delivery of many of your back office services 
with Stafford Borough Council. The move towards shared services is 
increasingly being adopted by councils because of anticipated financial 
savings. But the move towards shared services is about more than just 
saving money. Shared services can provide greater resilience and 
potentially improve the quality of the overall service.   

9 The move towards shared services at Cannock Chase District Council 
within the proposed timescale is ambitious and therefore poses challenges. 
A significant risk for the project is around having sufficient capacity to deliver 
this challenging agenda although you have mitigated this where possible. 
The implementation will require careful management of employment and 
contractual issues. This is currently supported by the project management 
structure you have established following the principles of Prince2. You will 
also need to overcome logistical, cultural and political challenges to 
maintain the quality and continuity of service provided. I will monitor 
progress carefully to ensure that there are no adverse implications for my 
audit. 
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Partnerships 

10 You are delivering a Total Place (Community Budgeting) project in the 
Blake area of Cannock Chase. The Total Place initiative aims to provide one 
overall public service to an area. Public services join up to identify and avoid 
any overlap or duplication between organisations. If successful it should 
improve the quality of life for Blake area residents and encourage social and 
economic regeneration.  

11 The project is about to enter the crucial stage of delivery and a key risk 
is that the economic downturn will lead other partners to pull back and not 
fully engage in the project. You will have a key role to play in ensuring all 
partners continue to fully participate. 

12 The government recently announced the creation of Local Enterprise 
Partnerships (LEP), which will promote economic development in their 
areas. Cannock Chase District Council will be part of both the LEP covering 
Birmingham and also the Staffordshire and Stoke on Trent LEP. This is 
obviously a significant change, and offers both an opportunity as well as 
new risks to the District. Members and officers will have a key role in 
ensuring the new partnership arrangements deliver the anticipated 
economic benefits for the local area, particularly during the period of 
economic austerity.  

Audit opinion and value for money 
13 I issued an unqualified opinion on your financial statements. This means 
that in my opinion your accounts give a true and fair view of your financial 
position and income and expenditure for the year ended 31 March 2010.  

14 The Council made material amendments to the accounts provided for 
audit prior to me giving my unqualified opinion. There were also a number of 
qualitative and non-material amendments to the accounts and disclosure 
notes. My audit identified some errors below materiality or in relation to 
disclosure and compliance with the 2009/10 Statement of Recommended 
Practice which the Audit & Governance Committee agreed would not be 
made. These were discussed and agreed with the Head of Financial 
Management and I do not consider that they prevent the accounts published 
from giving a true and fair view.  

15 I assessed your arrangements to achieve economy, efficiency and 
effectiveness in your use of money, time and people against criteria 
specified by the Audit Commission. You have made improvements, 
particularly in the area of understanding the linkages between costs and 
performances of services. As a result of my work I was able to issue an 
unqualified Value for Money (VfM) conclusion. 
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16 To support my VfM Conclusion I also undertook some specific local risk 
work in relation to the Council's financial resilience. My key findings were 
that basing your financial plans and budgets on a rolling three year medium 
term financial strategy is a sound basis for financial planning. It clearly sets 
out what can and what can't be delivered in the financial year. However, this 
process is reliant upon Members continuing to provide timely, clear and 
consistent strategic and political leadership. This will become even more 
important once the full local impact of the spending cuts is known and 
difficult decisions will need to be made. The lack of a clear direction for the 
Council is likely to make the delivery of savings more difficult.  
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Financial statements and annual governance 
statement 

The Council's financial statements and annual 
governance statement are an important means by 
which the Council accounts for its stewardship of 
public funds. 
I gave an unqualified opinion on the Council's 2009/10 
financial statements on 29 September, within the 
statutory target date.  

Overall conclusion from the audit 
17 I issued an unqualified opinion on the Council's accounts on  
29 September 2010. This was marginally ahead of the statutory deadline in 
line with the timetable agreed with the Council. In my opinion the accounts 
give a true and fair view of your financial affairs and of your income and 
expenditure for the year. 

18 Before giving my opinion I reported to those charged with governance, 
in this case the Audit & Governance Committee, on the issues arising from 
the 2009/10 audit. I presented this report on 27 September 2010 and only 
the most significant issues arising are repeated in this letter. 

Accounting practice and financial reporting 
19 The Council made material amendments to the accounts provided for 
audit prior to me giving my unqualified opinion. These were primarily 
numerical disclosure amendments although there was one amendment to 
the impairment figure as a result of an error identified by my audit. There 
were also a number of qualitative and non-material amendments to the 
accounts and disclosure notes.  

20 My audit identified some errors below materiality which the Audit & 
Governance Committee agreed would not be made. My review of 
compliance against the 2009/10 Statement of Recommended Practice also 
identified a number of areas where presentation or disclosure was not 
compliant. These were discussed and agreed with the Head of Financial 
Management. The significant areas which had not been amended were 
raised in my Annual Governance Report but I consider that a reader of the 
accounts would not be influenced by those disclosures not amended for. 
Furthermore, I do not consider that they prevent the accounts published 
from giving a true and fair view.  
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21 There will be significant changes to the format of the financial 
statements next year as a result of the introduction of International Financial 
Reporting Standards and this will be an opportunity for the Council to 
consider possible improvement areas. 

22 I also identified a number of other audit issues during the course of my 
work. I have worked closely with the Head of Financial Management to 
resolve these issues. However, there are potential improvement areas in the 
control environment in respect of journal authorisation, related party 
declarations and the collection of debt that I reported to the Audit & 
Governance Committee.  

Whole of Government Accounts 
23 The Whole of Government Accounts (WGA) cover approximately 1,300 
separate bodies. They aim to provide commercial-style accounts for the 
public sector and are prepared by the Treasury.  

24 To support these accounts, I am required to submit a consolidation pack 
which summarises the Council's financial statements in a consistent way 
with all other Local Government bodies. I submitted this consolidation pack 
with a statement confirming that it was consistent with your audited financial 
statements on 29 September 2010. 

Certification of grant claims and returns 
25 The Council prepares grant claims to receive central funding for some 
services which it provides. The largest claim is for benefit payments made. 
The Council has made six grant claims in 2009/10. All claims were 
submitted for audit before the national deadlines and adequate working 
papers were provided to support the claims. 

26 I have completed my review of all six of the claims submitted. Five of 
the claims have been certified without qualification which indicates that the 
Council will receive the level of funding it initially applied for as it was found 
to be in line with the expenditure made.  

27 Our work to certify the Housing Benefit and Council Tax Benefits 
Subsidy claim is nearly complete. At this stage of the work, I expect to issue 
a letter to the Department for Work and Pensions setting out the results of 
the testing. This is not uncommon given the complexity of the housing 
benefit scheme and the volume of transactions. As this work is completed, if 
necessary, I will make recommendations to management to address the 
matters raised. 

28 The work on the claim was greatly aided by the knowledge of the 
Benefits Team and the sound governance arrangements supporting its 
compilation. Actions for improvement which were identified in 2008/09 had 
been addressed and further actions from our 2009/10 work have been 
discussed with officers in order to further improve the process.  
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29 However, overall, I consider that the Revenue and Benefits department 
has coped well with the significant increase in workload as a result of the 
economic downturn and limited staffing resources available. It has also 
supported Stafford Borough Council's Housing Benefit department in 
2009/10 by sharing good practice and is currently working towards 
delivering a shared service with them which is taking considerable time to 
manage at a senior level in the department.  

The Governance Framework 
30 I did not identify any significant weaknesses in your internal control 
arrangements. Overall you have adequate arrangements in place for 
securing internal control. 

31 The Council makes an annual governance statement within its financial 
statements in line with the ‘Delivering Good Governance in Local 
Government’ guidance. I reviewed the issues you raised as ‘Significant 
Governance Issues’ and consider that they are consistent with my 
understanding of the Council. I have also reviewed the Council's risk 
management arrangements and consider these to be adequate.  

32 I consider the key actions that the Council should continue to focus on 
are: 
■ improving arrangements for aligning financial and value for money 

decisions which will be particularly important in agreeing the budget for 
2011/12, and  

■ strengthening the governance arrangements around all partnerships to 
protect the Council in this up-coming period of change, particularly as 
the back office shared services arrangements with Stafford Borough 
Council are developed.  

Questions and objections from electors 
33 As your appointed auditor I have a duty under section 8 of the Audit 
Commission Act 1998 to consider whether, in the public interest, I should 
report on any matter that comes to my attention in order for it to be bought 
to the attention of the public. In addition there are other responsibilities 
under the 1998 Act, including investigating questions or objections from 
electors on the Council's accounts. 

34 I have received five questions regarding the activities of the Council in 
2009/10. Two questions have been from Members and three were from the 
public. Broadly, the questions have either related to value for money in the 
spending of public money, or have focused on governance arrangements to 
control expenditure.  All amounts in question are immaterial in relation to my 
opinion on the accounts; however, I have considered their impact on my 
value for money conclusion. I am pleased to report that no issues were 
raised which led me to qualify my value for money conclusion as set out 
later in this letter.  
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Sensitive issues 

Senior manager severance 

35 In March 2010 the Council made an early termination payment to a 
senior officer. As your Appointed Auditor, I am not in a position to approve 
the process for agreeing a payment of this nature. However, my view does 
inform my overall conclusion on your accounts and your use of public 
money which were both unqualified.  

36 I have reviewed the evidence provided regarding the decision making 
process and identified some areas where I consider the Council could 
improve practices in the future which I communicated to the Chief 
Executive.  

International Financial Reporting Standards 
37 From next year (2010/11) you will prepare your financial statements for 
the first time using International Financial Reporting Standards (IFRS). 
Implementation of IFRS in Local Government is a major challenge for all 
authorities and requires substantial preparatory work. Important milestones 
are: 
■ restating your 2009/10 balances on an IFRS basis; and 
■ completing skeleton accounts and accounting policies for member 

approval before the end of the financial year. 

I am in regular dialogue with you over your progress and have no significant 
issues to report to you at this time.  

38 The introduction of IFRS will lead to significant changes to the content 
and format of the financial statements. I have asked the Finance 
Department and the Audit & Governance Committee to consider whether 
they will have the necessary skills and knowledge to fulfil their duties when 
compiling and receiving the accounts in June 2011. I would be happy to 
assist you with this if you believe it would be helpful. 

National fraud initiative 
39 The Council participates in the National Fraud Initiative. This is a 
national exercise that matches electronic data within and between audited 
bodies to prevent and detect fraud including police authorities, local 
probation boards and fire and rescue authorities as well as local councils. 

40 I reviewed the Council's progress in relation to investigating the 
matches identified and found that adequate progress had been made. The 
Council had started with the matches presenting the highest risk of fraud, 
mainly around work visas. The Council had worked through a number of 
matches and were reclaiming some of the payments made although there 
were no material frauds identified. Work is on-going to address the 
remaining matches. 
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Value for money  

I considered whether the Council is managing and 
using its money, time and people to deliver value for 
money.   
I assessed your performance against the criteria 
specified by the Audit Commission and have reported 
the outcome as the value for money (VFM) conclusion. 

2009/10 use of resources assessments  
41 At the end of May 2010, the Commission wrote to all chief executives to 
inform them that following the government's announcement, work on CAA 
would cease with immediate effect and the Commission would no longer 
issue scores for its use of resources assessments.  

42 However, I am still required by the Code of Audit Practice to issue a 
value for money conclusion. I have therefore used the results of the work 
completed on the use of resources assessment up to the end of May to 
inform my 2009/10 conclusion.  

43 I report the significant findings from the work I have carried out to 
support the vfm conclusion. 

VFM conclusion 
44 I assessed your arrangements to achieve economy, efficiency and 
effectiveness in your use of money, time and people against criteria 
specified by the Audit Commission. The Audit Commission specifies each 
year, which Key Lines of Enquiry (KLOE) are the relevant criteria for the 
VFM conclusion at each type of audited body.  
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45 This is a summary of my findings. 

 

Criteria Adequate 
arrangements? 

Managing finances

Planning for financial health Yes 

Understanding costs and achieving 
efficiencies 

Yes 

Financial Reporting Yes 

Criteria Adequate 
arrangements? 

Governing the business

Commissioning and procurement Yes 

Use of information Yes 

Good Governance Yes 

Risk management and internal control Yes 

Managing resources

Natural Resources Yes 

Workforce 1 Yes 

1Brought forward from 2008/09
 

46 Based upon the above I issued an unqualified conclusion stating that 
the Council had satisfactory arrangements to secure economy, efficiency 
and effectiveness in its use of resources. I summarise my conclusions 
against each of the three themes below. 

Overall performance 

47 The Council's progress in year has seen a number of successes in the 
area supporting children and young people, with twenty four of the local 
schools achieving Healthy School status and a further fifteen working 
towards this. Schools within the District are starting to provide children and 
young people with the skills and knowledge they need to make informed life 
choices regarding healthier lifestyles.  

48 Adult participation in sport and active recreation has reduced 
marginally, but the Council continues to work in partnership with local health 
organisations to link their leisure services into a wider programme for the 
Community. The overall health of the District's population continues to be a 
priority for the Council and its partners. 
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49 The level of local affordable housing has been increased in 2009/10, 
providing the highest level in Staffordshire. The Council provided 157 
affordable homes in 2009/10, exceeding its target of 75 homes which 
demonstrates exceptional performance. This linked with the increased 
number of applications for Housing Benefit has provided a challenge for the 
Council. Performance in processing Housing benefit claims remains over 
target and the Council has recently provided an outreach benefits service at 
local libraries and out of hours appointments to ensure improved access.  

50 The recession has had a serious impact on the ability to attract 
investment and business into Cannock Chase. Key schemes are in place to 
deliver the required regeneration, attract new businesses, investment and in 
turn employment to the area. These are longer term schemes, but continued 
progression of these will enable the Council to achieve a number of other 
objectives in the medium to long term.  

Managing Finances 

51 The Council has a three year medium term financial strategy (MTFS) 
which is updated on an ongoing basis as part of the budget setting process. 
I have reviewed this process as part of my work and report this later in this 
letter. The final 2010/11 budget required an increase in Council Tax of  
2.8 per cent. The Council has reviewed its policy in respect of the minimum 
level of reserves. The recommendations are underpinned by a detailed risk 
assessment with an additional element of general contingency.  

52 You have an adequate understanding of your costs and are working to 
understand these better, including those for support services, the main cost 
drivers and factors that influence these. Finances have been tight in recent 
years and it has worked on its cost base to see where it can make savings 
to create a sustainable budget. There is a mixed picture on how the Council 
performs when costs are compared with performance.  

53 Decision-making and commissioning is based on an understanding of 
costs and performance and resources are directed to priority areas. All 
services were required to self assess against four key areas; cost, 
performance, quality and use of resources. The VFM profiles show that 
some services provide good value for money. However, there are serious 
concerns regarding the VFM of the leisure service, supporting the plan to 
outsource this service.  

54 Your performance development framework identifies the process for 
reporting against the Council's priorities. The combined performance and 
finance reports going to scrutiny committee on a quarterly basis include an 
overall summary and detailed financial and performance information for 
each area and an overall financial review of volatile budgets for the Council. 
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Governing the Business 

55 The Council has a vision of intended outcomes for local people and a 
good understanding of local need. The State of Cannock Chase report 
provides a good analysis of the area. You engage with customers to 
understand their needs and shape services and procurement to meet them. 
You have identified and implemented new ways of delivering services and 
improved your approach to procurement.  

56 An adequate performance management system is in place with a 
'golden thread' from the corporate plan, through service delivery to 
individual objectives. As a result, service delivery in most areas is 
improving. However, the IDEA review in 2007/08 identified areas for 
improvement which have not been addressed in full as yet.  

57 The Corporate Plan did pick up the main actions from the IDEA review, 
but there have been insufficient resources to deliver against these. 
Therefore, the approach is now to prioritise key areas which are deliverable 
within the limited resources. I still consider that the areas of this review 
which raised concerns around member behaviour should be progressed. 
There is room for greater collaboration between the political parties, 
particularly against the backdrop of a hung council and the significant 
financial pressures you face for 2011/12 and beyond. 

58 The Council has a clear long-term vision of intended outcomes with 
clear priorities to improve the quality of life for local people. However, in 
recent years the changing political make-up as a result of the one third 
annual elections has meant there has been a focus on short-term 
deliverables.  

59 The delivery of District priorities requires strong partnership working. 
The will and openness is there to achieve this but it will be important to 
translate this into clear actions, especially when the full local impact of the 
coalition government's funding cuts are known in December. 

60 The Council has good working relationships with its Local Strategic 
Partners (LSP). However, the District faces considerable challenges as it 
has areas of significant deprivation which could benefit from additional, 
targeted funding through the LSP. The previous approach was to split 
funding equally across all County LSPs so you continue to promote the 
difficult, long-term issues of worklessness and health inequalities to secure 
additional funding where possible.  

61 The County LSP is currently reconsidering its structure in light of the 
recent changes to the Local Enterprise Partnership and the abolition of 
Local Area Agreements and the momentum of this work will depend on the 
strength of the new arrangements in place. The Council needs to ensure 
that the arrangements going forward place it in a strong position to secure 
the funding it requires. 
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Managing Resources 

62 Although at an early stage of producing a strategy, the Council has 
managed its impact on the environment through energy use in buildings for 
many years, understands and can quantify its use of natural resources and 
can identify the main influencing factors. The Council is committed to 
managing its performance to reduce its impact on the environment.  

63 The Council is also working to reduce carbon emissions in its housing 
stock. This has involved isolated lofts and re-rendering work. This results in 
fairly energy efficient housing stock for people living on income based 
benefits. 

Approach to local value for money work from 2010/11  
64 Given the scale of pressures facing public bodies in the current 
economic climate, the Audit Commission has been reviewing its work 
programme for 2010/11 onwards. This review has included discussions with 
key stakeholders of possible options for a new approach to local value for 
money (VFM) audit work. The Commission aims to introduce a new, more 
targeted and better value approach to our local VFM audit work.  

65 My work will be based on a reduced number reporting criteria, specified 
by the Commission, concentrating on:  
■ securing financial resilience; and  
■ prioritising resources within tighter budgets.  

66 I will determine a local programme of VFM audit work based on my 
audit risk assessment, informed by these criteria and my statutory 
responsibilities. I will no longer be required to provide an annual scored 
judgement relating to my local VFM audit work. Instead I will report the 
results of all my local VFM audit work and the key messages for the Council 
in my annual report to those charged with governance and in my annual 
audit letter. 
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Current and future challenges  

This is an unprecedented period of reductions in public 
sector spending which poses significant challenges for 
Councils. I have assessed the potential impact of these 
on the Council below. 

Economic downturn and pressure on the public sector 
67 The Coalition Government's Comprehensive Spending Review (CSR) 
announced on 20th October 2010 that there will be, on average, a  
7.1 per cent cut per year for local government from April 2011 to 2014/15. 
You have been planning ahead for potential cuts in government funding, in 
advance of this. However, the front loading of cuts within the CSR, and the 
current lack of detail of the requirements at individual council level, will 
mean that you may have to revisit some of your assumptions.   

68 Your savings plans going forward are, in part, based on sharing 
services with Stafford Borough Council. These shared arrangements will 
need to be planned and delivered robustly if you are to realise the 
anticipated savings. I will be reviewing your plans for shared services, and 
the progress being made, as part of my 2010/11 audit. 

69 District councils generally have a heavier reliance on income from fees 
and charges than larger authorities. You have already received cuts to your 
grant allocations, general funding and income from planning, car parking 
and land charges as a result of the pressures of the economic downturn. 

70 Future changes in the economy will impact on the demand for Council 
services.  For example, increased unemployment will result in more claims 
for Council Tax subsidy and Housing Benefit. There are also considerable 
changes to the Benefits system proposed by the current Government which 
will be demanding to introduce and implement which will have impacts on 
your local residents. It will be important for the Council to consider the skills 
and resources at its disposal, and to employ these in the most effective and 
efficient manner. 
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Performance and partnerships 
71 In light of the Government's proposed Transparency Framework and the 
announcement that Local Area Agreements, and the associated National 
Indicators are to be abolished, there will be opportunities and challenges for 
reporting on the Council's performance. There will be much greater flexibility 
for reporting on those PIs that matter locally but it will be harder to 
determine possible national leaders and innovators. The sector is already 
looking at this but the Council may wish to consider its own approach. 

72 You are delivering a Total Place (Community Budgeting) project in the 
Blake area of Cannock Chase. The Total Place initiative aims to provide one 
overall public service to an area. Public services join up to identify and avoid 
any overlap or duplication between organisations. If successful it should 
improve the quality of life for Blake area residents and encourage social and 
economic regeneration. The project is about to enter the crucial stage of 
delivery and a key risk is that the economic downturn will lead other 
partners to pull back and not fully engage in the project. You will have a key 
role to play in ensuring all partners continue to fully participate. 

73 The Council has successfully worked with Staffordshire County Council 
and Staffordshire Police to challenge the negative stereotypes often 
associated with young people. A campaign was launched during the 
summer months to celebrate the achievements of a number of local young 
people.  

74 The government recently announced the creation of Local Enterprise 
Partnerships (LEP), which will promote economic development in their 
areas. Cannock Chase District Council will be part of both the LEP covering 
Birmingham and the Staffordshire and Stoke on Trent area. This is 
obviously a significant change, and offers both an opportunity as well as 
new risks to the Council. Members and officers will have a key role in 
ensuring the new partnership arrangements deliver the anticipated 
economic benefits for the local area, particularly during the period of 
economic austerity.  

Financial Resilience 
75 The last year has seen the country enter a significant economic 
recession. The consequence locally is an increasing demand for public 
services and the likelihood of reduced levels of central government funding. 
Together, these provide a significant challenge for local councils as they 
seek to continue to provide services to local residents, whilst maintaining a 
sound financial position. 
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76 Expenditure was broadly in line with the previous year plus an 
inflationary amount. The Council reported net operating expenditure of 
£25.4 million for the 2009/10 financial year. Excluding the expenditure 
relating to the housing stock, capital transactions and pension adjustments, 
the Council reported revenue expenditure of £15.7 million in year which is 
only marginally higher than 2008/09 at £15.4 million. You used a proportion 
of your general reserves in year to support expenditure in 2009/10 as 
agreed in its budget. This reduced the general fund balance to £0.8 million. 

77 The Council is being affected by the economic downturn, particularly 
around income collection. Income from car parking, planning and leisure 
has reduced considerably. There has also been an increase in the level of 
applications for benefits being made, placing pressure on the benefits 
service and providing higher levels of eligible claims. Together these 
provide a significant challenge for the Council as it seeks to continue to 
provide services to local residents, whilst maintaining a sound financial 
position. The Council has recognised these pressures in its medium term 
financial strategy and I will continue to monitor its financial position.  

78 As part of my review of the Annual Governance Statement, I considered 
the disclosure of financial risks and was satisfied that this was being 
appropriately reported and that the increasing financial risk for 2010/11 and 
beyond was properly reflected in the Council's Strategic Risk Register. The 
impacts of the recession will continue to present a challenge for the Council 
in the coming years. I will continue to monitor the Council’s response and 
actions in this key area. 

79 To support my value for money conclusion I reviewed your approach to 
medium term financial planning which informed my assessment of your 
current financial position and also your financial resilience going forward. 
The annual financial plans and budget are based upon a rolling three-year 
medium term financial strategy which is updated as part of the budget 
setting process. Areas for growth and savings are identified through the 
Delivering Change process. This assesses the contribution of each option to 
the Chase objectives using weighted rankings.  

80 You have a sound basis for financial planning which in light of the 
Comprehensive Spending Review will be key to achieving your ambitions. 
However, this process can only work effectively if there is clear and 
consistent leadership from members. The Council has a complex political 
make up which does not make this easy but for the Council to achieve its 
priorities, difficult decisions will need to be agreed and delivered and the 
longer term vision of the Council will need to be prioritised. 

81 For 2010/11 you set a revenue budget of £14.96 million. After seven 
months you predict an out-turn of £15.1 million by March 2011, taking into 
account the reduction in Grant Funding following the Coalition 
Government's Emergency Budget and a decrease in income from customer 
and client receipts. The £15.1 million reflects remedial measures to partly 
address the cost pressures faced in 2010/11 and also includes a provision 
for severances costs arising from the 2011/12 budget process. 
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82 Your updated Medium Term Financial Plan reflects the expected 
decreases in government funding. The projections also include the Council 
Tax increases needed to set a balanced budget on a standstill basis. The 
Council has identified savings as part of the Medium Term Financial Plan 
and is developing shared services with Stafford Borough Council. Your 
budget projections include savings from shared services of £1.4 million over 
the 3 years of the strategy.  

83 Based upon Council Tax increases of 4 per cent per year over the 
course of the financial strategy, you estimate a deficit of £2.1 million. This 
would result in a further annual savings requirement of £0.7 million per year 
over and above the savings you currently predict from shared services.   

84 Your approach to identifying savings through shared services will help 
to meet the shortfall. The services planned to be shared by March 2011 
have identified savings which reduced the shortfall. The Council is looking at 
additional services which could be shared or made more efficient to meet 
the remainder of the gap.  

85 However, the front loading of cuts within the Comprehensive Saving 
Review, and the current lack of detail of the requirements at individual 
council level, mean you may have to revisit some of your assumptions. For 
instance, your current financial plan covers the period to 2013/14, whereas 
the savings identified in the Comprehensive Saving Review cover a further 
year to 31 March 2015. You have prepared a four year financial plan which 
reflects the savings set out in the Comprehensive Saving Review. This has 
been subject to sensitivity analysis and identified a further shortfall in year 
four. However, due to the financial uncertainty in the current environment, 
the Council is using the three year plan to support its current budget 
process.  

86 You reviewed the reserves you need to hold as part of the medium term 
financial strategy and in setting the 2010/11 budget.  By the end of the 
2013/14 you plan to hold general reserves of £0.7m, which is 5.5 per cent of 
net expenditure. This is the level set out in your financial strategy. 

87 You have a good track record of managing your finances and delivering 
efficiencies to date. On this basis, the reserves you currently propose are 
not unreasonable. However, given the reductions in public expenditure both 
in the Comprehensive Saving Review and predicted in your Medium Term 
Financial Plan, this will need to be kept under regular review. Your approach 
to financial resilience will also form a key part of my 2010/11 audit. 
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Closing remarks 

88 I have discussed and agreed this letter with the Chief Executive, the 
Head of Financial Management, the Head of Governance & Organisational 
Development and the Head of Policy, Performance and Partnerships. I will 
present this letter at the Audit & Governance Committee in January 2011 
and will provide copies to all members. 

89 Full detailed findings, conclusions and recommendations in the areas 
covered by our audit were included in the reports I issued to the Council 
during the year. 

 

Report Date issued 

Opinion Plan July 2010 

Report to those charged with 
governance - Annual Governance 
Report 

September 2010 

Opinion on the financial 
statements 

September 2010 

Value for Money conclusion September 2010 

Annual Audit Letter November 2010 

 

90 The Council has taken a positive and helpful approach to our audit. I 
wish to thank the Cannock Chase District Council staff for their support and 
cooperation during the audit. 

 

 

 

 

Grant Patterson 
District Auditor 

November 2010 

 

 

 

Audit Commission Annual Audit Letter 19
 

Enclosure 4.21



 

Appendix 1 – Audit fees 

 

 Actual Proposed Variance 

Financial statements and annual 
governance statement 

£  76,970 £  76,970 - 

Value for money £  34,365 £  34,365 - 

Total audit fees £111,335 £111,335 -

Certification of grant claims £  35,131 £  41,010 £  (5,879) 

Responses to questions from the 
public 

£    7,125 £           - £   7,125 

Total £153,591 £152,345 £    1,246

 

Please note that all audit fees are subject to VAT 

 

Audit Commission Annual Audit Letter 20
 

Enclosure 4.22



 

Appendix 2 – Glossary 

Annual governance statement  

Governance is about how local government bodies ensure that they are 
doing the right things, in the right way, for the right people, in a timely, 
inclusive, open, honest and accountable manner. 

It comprises the systems and processes, cultures and values, by which local 
government bodies are directed and controlled and through which they 
account to, engage with and where appropriate, lead their communities.  

The annual governance statement is a public report by the Council on the 
extent to which it complies with its own local governance code, including 
how it has monitored the effectiveness of its governance arrangements in 
the year, and on any planned changes in the coming period. 

Audit opinion  

On completion of the audit of the accounts, auditors must give their opinion 
on the financial statements, including:  
■ whether they give a true and fair view of the financial position of the 

audited body and its spending and income for the year in question;  
■ whether they have been prepared properly, following the relevant 

accounting rules; and  
■ for local probation boards and trusts, on the regularity of their spending 

and income.  

Financial statements  

The annual accounts and accompanying notes.  

Qualified  

The auditor has some reservations or concerns. 

Unqualified  

The auditor does not have any reservations.  

Value for money conclusion  

The auditor’s conclusion on whether the audited body has put in place 
proper arrangements for securing economy, efficiency and effectiveness in 
its use of money, people and time.  
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If you require a copy of this document in an alternative 
format or in a language other than English, please call: 
0844 798 7070 
© Audit Commission 2010. 
Design and production by the Audit Commission Publishing Team. 
Image copyright © Audit Commission. 

 

 

 

 

 

 

 

The Statement of Responsibilities of Auditors and Audited Bodies issued by 
the Audit Commission explains the respective responsibilities of auditors 
and of the audited body. Reports prepared by appointed auditors are 
addressed to non-executive directors, members or officers. They are 
prepared for the sole use of the audited body. Auditors accept no 
responsibility to: 
■ any director/member or officer in their individual capacity; or  
■ any third party.  

 

 

 

Audit Commission 

1st Floor 
Millbank Tower 
Millbank 
London 
SW1P 4HQ 

Telephone: 0844 798 3131 
Fax: 0844 798 2945 
Textphone (minicom): 0844 798 2946 

 

www.audit-commission.gov.uk November 2010
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