
 
 
Please ask for:  Mr R.Kean Your Ref:  

Phone: 01543 464334 My Ref: 
 

E-Mail: bobkean@cannockchasedc.gov.uk  
 
 
Mr Grant Patterson 
District Auditor 
Audit Commission 
Opus House 
Priestley Court 
Stafford Technology Park 
Beaconside 
Stafford 
ST18 0LQ 
 
 
Dear Mr. Patterson, 
 

Cannock Chase District Council - Audit for the year ended 31 March 2011 

 
 
I confirm to the best of my knowledge and belief, having made appropriate enquiries of other Officers 
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, United Kingdom Generally Accepted Accounting Practices and International Financial 
Reporting Standards which gives a true and fair view of the financial position and financial performance 
of the Council, for the completeness of the information provided to you  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 either individually or in aggregate 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; 

 
 



Unadjusted Misstatement Reason for Non Adjustment 

The Council is required to move an element of 
depreciation from the revaluation reserve to the 
Capital Adjustment Account to adjust for the 
difference between the historic cost and the 
revalued cost. This is a requirement of the Code. 

The above represents a late adjustment as identified by 
Audit and the required approach is still to be validated. 
Concern exists over different treatment for assets with a 
revaluation surplus and not and the impact upon cost of 
service. 
Any entries have no impact on the financial position of the 
Council or its statements with the net effect being a 
movement between two Non Usable Reserves The Council 
will review its application as part of the 2011-12 accounts 
 

The Council has used the same methodology for 
calculating its ‘Item 8 Determination’ as previous 
years but this is not in line with the Government’s 
formula. 

This issue was raised initially in relation to the 2009-10 
accounts and is still applicable for 2010-11. 
Debits and credits made to the Housing Revenue Account 
(HRA), including the split of interest payable between the 
HRA and the General Fund is determined by a statutory 
calculation known as the 'Item 8 Determination'. The 
Council makes an internal transfer to reflect the cost of 
borrowing between the General Fund and HRA, based upon 
the consolidated rate of interest. The Council has used an 
interest figure which represents the true cost of borrowing 
for the HRA to ensure that the costs are borne in the correct 
section of the financial statements. 
The Council's approach is not in line with the Government 
formula but the Section 151 officer is of the view that this is 
a true and fair view of the costs, on the basis that the 
Council's outstanding borrowing can be linked to HRA 
capital expenditure and it considers that it is right to charge 
additional interest to the HRA. In particular the use of the 
Government Formula would result in an interest rate of 
0.42% being applied for internal borrowing compared with 
current borrowing costs of 4.25%.The issue was referred to 
in the Treasury Management Strategy to Cabinet and 
Council in February 2010 Amending for this would reduce 
the charge to the HRA, i.e. tenants of Council dwellings, and 
increase the charge to the General Fund, i.e. increase the 
net cost of services which impacts on the Council Tax 
calculation. The requirement for the Council to use such a 
rate will terminate when External Borrowing matches the 
Capital Financing requirement in 2011/12 as referred to in 
the General Fund Budget report approved by Cabinet in 
February 2010 

Valuation of the waste vehicles finance lease is 
understated by £20,000 

The waste vehicles lease relates to 8 refuse vehicles valued 
at £121,000. The additional £20,000 item is a cross hire 
provision that falls below the authority de- minimus level. 
Leases are shown as contra items within the Balance Sheet 
and have no impact on Net Value 

 
 
 



Supporting records 
 
All relevant information and access to persons within the entity has 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 financial statements 
 
Irregularities 

I acknowledge my responsibility for the design, implementation and maintenance of internal control 
to prevent and detect fraud or error. 

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;  

• 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; and 

• the results of our assessment of the risk that the financial statements may be materially misstated as a 

result of fraud. 

 
Law, regulations, contractual arrangements and codes of practice 
 
To the best of my knowledge  

I have disclosed to you all known instances of non-compliance, or suspected non-compliance with 
laws, regulations and codes of practice, whose effects should be considered when preparing 
financial statements. Transactions and events have been carried out in accordance with law, 
regulation or other authority. The Council has complied with all aspects of contractual 
arrangements that could have a material effect on the financial statements in the event of non-
compliance.   

All known actual or possible litigation and claims, whose effects should be considered when 
preparing the financial statements, have been disclosed to the auditor and accounted for and 
disclosed in accordance with the applicable financial reporting framework. 

Accounting estimates including fair values 

I confirm the reasonableness of the significant assumptions used in making the accounting 
estimates, including those measured at fair value. For asset valuation assumptions, I confirm: 

• the appropriateness of the measurement method, including related assumptions and models, 

and the consistency in application of the process; 

• the assumptions appropriately reflect management’s intent and ability to carry out specific 

courses of action on behalf of the entity, where relevant to the accounting estimates and 

disclosures; 

• the completeness and appropriateness under the financial reporting framework; and  

• that subsequent events do not require adjustment to accounting estimates and disclosure 

included within the financial statements. 



. 
 
Related party transactions 

I confirm that I have disclosed the identity of Cannock Chase District Council related parties and all 
the related party relationships and transactions of which I am aware. I have appropriately 
accounted for and disclosed such relationships and transactions in accordance with the 
requirement of the framework. 

Subsequent events  

To the best of my knowledge all events subsequent to the date of the financial statements, which 
would require additional adjustment or disclosure in the financial statements, have been adjusted 
or disclosed. 

 
 
 
 
 
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: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


