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Key messages  

 
This report summarises the findings from the 2010/11 audit which is substantially complete.  
It includes the messages arising from my audit of your financial statements and the results of 
the work I have undertaken to assess your arrangements to secure value for money in your use 
of resources.  

Audit opinion and financial statements  
I plan to issue an unqualified opinion on the financial 
statements. The accounts contained two material 
misstatements which management have amended for. I 
have recommended a number of changes and additional 
disclosures to ensure compliance with the International 
Financial Reporting Standards. 
 Traffic light 

Unqualified audit opinion 
 

 

Proper arrangements to secure value for 
money 

 

 

I have substantially completed my audit work and anticipate issuing an 
unqualified opinion on your financial statements subject to the following 
outstanding areas: 
■ Assurance for the IAS 19 pension adjustment; 
■ Assurance from PWC regarding the actuary report; 
■ Support for the movements in the Cashflow Statement restated under IFRS; 
■ Confirmation from the Monitoring Officer regarding any known litigations or 

claims on the Council; 
■ Final confirmation regarding Officers declarations of interests; 
■ Completion of the Whole Government Accounts audit. 

 
Value for money 
 

I have not identified any weaknesses in your arrangements for financial resilience of the Council and its ability to secure economy, efficiency and 
effectiveness. 
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Before I complete my audit  
 

I confirm to you My report includes only matters of governance interest that have come to my attention in performing my audit. 
My audit is not designed to identify all matters that might be relevant to you.  
Independence 
I can confirm that I have complied with the Auditing Practices Board's ethical standards for auditors, including 
ES 1 (revised) - Integrity, Objectivity and Independence. I identified the following threat to independence which 
I have previously brought to your attention. A member of the local audit team has declared that they are friends 
with the wife of your Monitoring Officer. I have discussed this with your Chief Executive and S151 officer and 
they have confirmed that they are aware of this matter. The only work this person has undertaken on the audit 
relates to IT controls. Safeguards are in place to ensure that no work would be undertaken by this person on 
any work where the Monitoring Officer has been involved. This reduces this threat to an acceptably low level.  
The Audit Commission's Audit Practice has not undertaken any non-audit work for the Council during 2010/11. 

  

I ask you to confirm to me I ask the Audit and Governance Committee to: 
■ take note of the adjustments to the financial statements which are set out in this report (appendix 2);  
■ consider the appropriateness of the adjustments which, after consideration, management is not proposing to 

amend for (appendix 3); and 
■ approve the letter of representation, provided in appendix 4, on behalf of the Council before I issue my 

opinion and conclusion, making reference to why you support the non-adjustment of those issues identified 
in appendix 3.  

  

Agreed future actions There have been changes to the audit team in 2010/11, changes to financial reporting as the result of the 
introduction of the International Financial Reporting Standards and there will be changes to the Council’s 
processes in 2011/12 as part of the shared services transformational agenda. It is therefore appropriate to 
undertake a ‘wash-up’ process to identify any areas of good practice and any areas where the audit process 
could be improved.  
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Financial statements   
I plan to issue an unqualified opinion on the financial statements. The accounts contained two 
material misstatements which management have amended for. I have recommended a number of 
changes and additional disclosures to ensure compliance with the International Financial 
Reporting Standards. 

Opinion on the financial statements 
Subject to satisfactory clearance of outstanding matters, I plan to issue an audit report including an unqualified opinion on the financial statements. 
Appendix 1 contains a copy of my draft report. 

Adjusted misstatements 
Under auditing standards I am required to bring to the attention of the Council any material misstatements, other than those that are clearly trifling, 
identified during the course of my normal audit work which have been amended. There were two material amendments, both in respect of exceptional 
items on the face of the Comprehensive Income and Expenditure Statement. In order to assist you further in fulfilling your governance responsibilities, 
which include reviewing the effectiveness of the system of internal control, I have listed these in Appendix 2.  

There were a number of non-material adjustments and also a number of additional disclosures required mainly relating to the change in International 
Financial Reporting Standards (IFRS). These have all been corrected. These presented no impact on the content of the financial statements.  

Unadjusted misstatements 
I am also required to bring to the attention of the Council, misstatements, other than those that are clearly trifling, for which no adjustment has been 
made in the financial statements. My audit identified five misstatements which management, having given detailed consideration to, are proposing not 
to amend. These are listed in Appendix 3. I therefore ask you to consider whether making adjustments for these misstatements is appropriate. If you 
concur with management and decide not to adjust, please tell me why in the representation letter (Appendix 4). 

The Council has commented on the unadjusted misstatements as follows: 
■ Any entries for this adjustment have no impact on the financial position of the Council or its statements. The net effect is a movement between two 

Non Useable Reserves. This will be further considered in 2011/12. 
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■ As stated above, this issue was raised in 2009/10. 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 the 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. The issue was referred to in the Treasury Management Strategy which went 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 waste vehicles lease relates to eight refuse vehicles valued at £121,000. The additional £20,000 is a cross hire provision which falls below the 
Council’s deminimus level for capitalisation. This has no impact on the net value. 

 

Recommendation 

R1 Consider the unadjusted misstatement, which management, having given detailed consideration to, are proposing not to amend, and either adjust 
the financial statements or provide representations on why you have decided not to. 
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Financial statements 
The Council’s financial statements and annual governance statement are important means by 
which the Council accounts for its stewardship of public funds. As Council members you have 
final responsibility for these statements. It is important that you consider my findings before you 
adopt the financial statements and the annual governance statement. 
In planning my audit I identified specific risks and areas of judgement that I reported to the Audit & Governance Committee in March 2011 and I have 
considered as part of my audit. 

Key audit risk and our findings 

Key audit risk Finding 

1. Financial Reporting risk 
The financial statements and annual governance statement 
are important means by which the Council accounts for its 
stewardship of public funds. The number and size of 
amendments to the 2009/10 Statement of Accounts 
presents a risk for 2010/11 financial statements.  

 
The finance department continues to operate on limited capacity due previous budget 
reductions, the work progressing shared services both for itself and for other back 
officer services and its role in financial planning within the current economic 
environment. It has also supported the Council in major projects such as HRA self 
financing and the outsourcing of Leisure services. It is anticipated that the 
transformational agenda will strengthen the finance department and streamline 
processes.  
Last year there were particular issues in accounting for capital transactions. This year, 
there were fewer material adjustments to the financial statements, although the move 
to International Financial Reporting Standards (IFRS) provided many amendments in 
relation to additional disclosures.  
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Key audit risks Findings 

2. Annual Governance Statement risk and Financial 
Resilience risk 
Strong financial planning is crucial for the Council to 
continue delivering its core services whilst improving 
customer service and the overall use of resources available. 
The recent downturn in the economic environment presents 
risks for the Council. During 2010/11 you put in place a 
recruitment freeze pending the determination of the budget 
and development of a shared services model for back office 
services with Stafford Borough Council.  

 
 
I have reviewed the Council’s medium term financial plan and the assumptions made 
following the announcement of the revenue and capital grant funding for 2011/12 and 
beyond. Whilst there is uncertainty regarding the savings required post 2013, I have 
concluded that every Council has this uncertainty and that Cannock Chase District 
Council has undertaken sufficient sensitivity analysis to ensure that they understand 
the savings required and the impact this will have on services in the longer term. I 
have considered the Council’s response to the economic downturn both in its financial 
resilience (going concern declarations) and also in securing economy, efficiency and 
effectiveness (VFM conclusion). 

3. Annual Governance Statement risk and Securing 
Economy, Efficiency and Effectiveness risk 
The Council is currently implementing an arrangement with 
another district council for the provision of some shared 
services. This may offer significant economies of scale but 
service performance, business continuity and contractual 
risks will need managing. 

 
 
I have considered the implementation of the shared service programme between 
Cannock Chase District Council and Stafford Borough Council. From 1 January 2011, 
two services went live as shared services; Building Control, hosted by Cannock Chase 
and IT hosted by Stafford Borough with other services going live from 1 April 2011. 
We reported our conclusions on the Council’s overall project management through a 
presentation to DMT / Cabinet and also more recently the Scrutiny Committee.  
My view is that the Council has made good progress to date, but must not now slip on 
implementing transformational plans within each shared services to ensure that 
efficiencies and service improvements are made as soon as possible. I have 
considered the impact of the shared services on the financial statements (both 
numerically and in relation to disclosures) and also in securing economy, efficiency 
and effectiveness (VFM conclusion).  
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Financial statements 
Significant weaknesses in internal control 
My work has not identified any significant weaknesses in internal control.  

The work completed at our interim audit on the effectiveness of the operation of key internal controls supports the assurance I gained for my audit 
opinion. Whilst there were no fundamental issues noted there were some areas in relation to the sales ledger where we identified that controls were not 
being operated as expected as reported to the July Audit & Governance Committee. These weaknesses in control required us to undertake specific 
additional substantive testing around these controls. These did not identify any issues which would impact on our opinion. These issues have been 
reported to management and it has been agreed that this will be considered as part of the transformational plan for finance in 2011/12.  

This has not been a comprehensive statement of all weaknesses which may exist in internal control, or all of the improvements which may be made. I 
have reported only those matters which have come to my attention through the audit procedures I have performed. I am not expressing an opinion on 
the overall effectiveness of internal control.
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Financial statements 
Quality of your financial statements 
I consider aspects of your accounting practices, accounting policies, accounting estimates and financial statements disclosures. There are 
some issues I wish to bring to your attention, but overall the quality of your draft financial statements was acceptable. 
 

Accounting practices, policies, estimates and financial closures 

Issue Findings and recommendations 

1. Preparation of the financial statements 
The Council is required to prepare draft financial 
statements by 30 June each year. This year also 
required additional work to comply with the 
International Financial Reporting Standards which 
required restatement of previous year’s to support 
disclosures in 2010/11.  

 
The Council worked hard to provide financial statements within the timescales set by CLG. 
Financial statements in line with the International Financial Reporting Standards were 
delivered along with a significant number of other projects, for example, budgets which were 
based upon the revised settlement, the shared services agenda, both within Finance and 
supporting other departments, a new Financial Ledger from 1 April 2011 and the foundations 
required to progress the Leisure outsourcing.  
The draft statements were numerically sound in the main although there were issues of 
internal consistency which required amendment to ensure that disclosures matched the 
prime statements. These have all been amended for but not detailed in Appendix 2.  
Work had been undertaken in relation to the International Financial Reporting Standards 
restatement exercise. This has been led by the Head of Financial Management and due to 
the significant workload within the department, has been piecemeal rather than with a 
dedicated project team and plan. However, the Council had considered all parts of the 
statements and the impact of the revised reporting standards on key areas such as leases, 
Government Grants etc.  
The initial working papers were sound, but limited. However, staff were exceptionally helpful 
in providing explanations when asked and prioritised our queries.  
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Issue Findings and recommendations 

2. Compliance with the Code 
The Council is required to comply with the Code which 
is updated and re-released each financial year. My 
work undertakes detailed checks to ensure that the 
Council complies with the key areas of disclosure. 

 
My review of compliance against the 2010/11 Code identified a number of areas where 
presentation or disclosure was not comliant. The significant areas which have not been 
amended have been raised in the section above. The majority of issues have been amended 
for. I consider that those disclosures not amended for and not reported above are not of 
such significance to influence the reader of the financial statements.  
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Value for money 
I am required to conclude whether the Council put in place proper corporate arrangements for 
securing economy, efficiency and effectiveness in its use of resources. This is known as the 
value for money conclusion. 
I assess your arrangements to secure economy, efficiency and effectiveness in your use of resources against two criteria specified by the Audit 
Commission. My conclusion on each of the two areas is set out below.  

I intend to issue an unqualified conclusion stating that the Council had proper arrangements to secure economy, efficiency and effectiveness in your 
use of resources. 

Value for money criteria and our findings 

Criterion Findings 

1. Financial resilience  
The organisation has proper arrangements in 
place to secure financial resilience.  
Focus for 2010/11:  
The organisation has robust systems and processes 
to manage effectively financial risks and opportunities, 
and to secure a stable financial position that enables it 
to continue to operate for the foreseeable future. 
 

Financial Governance 
The Council has been clear in its communication of the medium term financial strategy and 
challenges. The Directors and Service Managers have focused on the move towards shared 
services and outsourcing (for relevant service areas). Presentations have been made to 
Cabinet indicating the savings which have to be made based upon different scenarios.  
We identified that the Audit & Governance Committee could provide stronger financial 
challenge and is currently reviewing its training requirements following the addition of new 
members.  
Financial Planning 
The shares services initiative supports the Council’s approach to longer term decisions to 
manage financial risks. As does the outsourcing of the leisure services. Both of these 
provide material savings over the three year Financial Plan and have saved the Council from 
significant redundancies. 
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Criterion Findings 

Financial control 
Budgets are generally not exceeded with expenditure being controlled well. 2010/11 saw an 
increase in reserves in line with the Financial Strategy.  
The Council have historically been in a strong position regarding their cashflow as they have 
utilised in house cash balances and avoided taking additional PWLB loans, even when they 
were entitled. The financial position will be more strained in future years, but the Council has 
a sound level of borrowing and has cash plans in place to support their ‘going concern’ on a 
cash basis. 

2. Securing economy efficiency and effectiveness 
The organisation has proper arrangements for 
challenging how it secures economy, efficiency 
and effectiveness. 
 
Focus for 2010/11:  
The organisation is prioritising its resources within 
tighter budgets, for example by achieving cost 
reductions and by improving efficiency and 
productivity. 

Prioritising resources 
In 2010/11 there was clear leadership from the Leader, Cabinet and the Portfolio holders. 
Political leadership was clear and supports the prioritisation of resources. 
The Council challenges the way it delivers services, as evidenced by the Shared Services 
programme which challenges of the cost-effectiveness of existing activities. There was also 
a considerable level of consultation with front line staff within this project.  
Another example of changing services delivery is evidenced through the Leisure outsourcing 
which identified through benchmarking that services were high cost. Work has been on-
going for several years to ensure that, following a fully costed option appraisal, a tender 
process would identify the best ‘partner’ for the Council to deliver these services. There has 
been considerable consultation and statistical evidence supporting this major project.  
Improving efficiency and productivity 
The Council has set out to tackle large projects over the longer term, e.g. the outsourcing of 
leisure services and shared services, rather than stripping costs out of existing services. The 
focus has been on service redesign. The Council also is clear on how their significant 
projects link into the 5 priority areas.  
The Shared Services programme has a cost reduction plan which aims to deliver in excess 
of £0.5 million initial savings between each Council, with more substantial savings coming 
with the implementation of the transformation plans. These are currently being developed 
and will seek to identify good practice and streamline processes across the services which 
are shared.  
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Appendix 1 – Draft audit report 
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CANNOCK CHASE DISTRICT COUNCIL 

Opinion on the Authority accounting statements 
 
I have audited the accounting statements of Cannock Chase District Council for the year ended 31 March 2011 under the Audit Commission Act 1998. 
The accounting statements comprise the Movement in Reserves Statement, the Comprehensive Income and Expenditure Statement, the Balance 
Sheet, the Cash Flow Statement, the Housing Revenue Account, the Movement on the Housing Revenue Account Statement and Collection Fund and 
the related notes. These accounting statements have been prepared under the accounting policies set out in the Statement of Accounting Policies. 
 
This report is made solely to the members of Cannock Chase District Council in accordance with Part II of the Audit Commission Act 1998 and for no 
other purpose, as set out in paragraph 48 of the Statement of Responsibilities of Auditors and Audited Bodies published by the Audit Commission in 
March 2010. 

Respective responsibilities of the Head of Financial Management and auditor 
 
As explained more fully in the Statement of the Head of Financial Management’s Responsibilities, the Head of Financial Management is responsible for 
the preparation of the Authority’s Statement of Accounts in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on 
Local Authority Accounting in the United Kingdom. My responsibility is to audit the accounting statements in accordance with applicable law and 
International Standards on Auditing (UK and Ireland). Those standards require me to comply with the Auditing Practices Board’s Ethical Standards for 
Auditors. 

Scope of the audit of the financial statements 
 
An audit involves obtaining evidence about the amounts and disclosures in the accounting statements sufficient to give reasonable assurance that the 
accounting statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of: whether the accounting 
policies are appropriate to the Authority’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of 
significant accounting estimates made by the Authority; and the overall presentation of the accounting statements. I read all the information in the 
explanatory foreword to identify material inconsistencies with the audited accounting statements. If I become aware of any apparent material 
misstatements or inconsistencies I consider the implications for my report. 
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Opinion on accounting statements 
 
In my opinion the accounting statements: 

• give a true and fair view of the state of Cannock Chase District Council’s affairs as at 31 March 2011 and of its income and expenditure for the 
year then ended; and 

• have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom. 

Opinion on other matters 
 
In my opinion, the information given in the explanatory foreword for the financial year for which the accounting statements are prepared is consistent 
with the accounting statements. 

Matters on which I report by exception 
 
I have nothing to report in respect of the governance statement on which I report to you if, in my opinion the governance statement does not reflect 
compliance with ‘Delivering Good Governance in Local Government: a Framework’ published by CIPFA/SOLACE in June 2007. 
 

Conclusion on Authority’s arrangements for securing economy, efficiency and effectiveness in the use of 
resources 

Authority’s responsibilities 
 
The Authority is responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources, to ensure 
proper stewardship and governance, and to review regularly the adequacy and effectiveness of these arrangements. 

Auditor’s responsibilities 
 
I am required under Section 5 of the Audit Commission Act 1998 to satisfy myself that the Authority has made proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources. The Code of Audit Practice issued by the Audit Commission requires me to report to you 
my conclusion relating to proper arrangements, having regard to relevant criteria specified by the Audit Commission. 
 
I report if significant matters have come to my attention which prevent me from concluding that the Authority has put in place proper arrangements for 
securing economy, efficiency and effectiveness in its use of resources. I am not required to consider, nor have I considered, whether all aspects of the 
Authority’s arrangements for securing economy, efficiency and effectiveness in its use of resources are operating effectively. 
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Basis of conclusion 
 
I have undertaken my audit in accordance with the Code of Audit Practice, having regard to the guidance on the specified criteria, published by the 
Audit Commission in October 2010, as to whether the Authority has proper arrangements for: 

• securing financial resilience; and 
• challenging how it secures economy, efficiency and effectiveness. 

 
The Audit Commission has determined these two criteria as those necessary for me to consider under the Code of Audit Practice in satisfying myself 
whether the Authority put in place proper arrangements for securing economy, efficiency and effectiveness in its use of resources for the year ended 31 
March 2011. 
 
I planned my work in accordance with the Code of Audit Practice. Based on my risk assessment, I undertook such work as I considered necessary to 
form a view on whether, in all significant respects, the Authority had put in place proper arrangements to secure economy, efficiency and effectiveness 
in its use of resources. 

Conclusion 
 
On the basis of my work, having regard to the guidance on the specified criteria published by the Audit Commission in October 2010, I am satisfied that, 
in all significant respects, Cannock Chase District Council put in place proper arrangements to secure economy, efficiency and effectiveness in its use 
of resources for the year ended 31 March 2011. 

Certificate 
 
I certify that I have completed the audit of the accounts of Cannock Chase District Council in accordance with the requirements of the Audit 
Commission Act 1998 and the Code of Audit Practice issued by the Audit Commission. 
 
 
Grant Patterson 
Officer of the Audit Commission 
Opus House 
Staffordshire Technology Park 
Beaconside 
Stafford 
ST18 0LQ 
 
[Date] 
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Appendix 2 – Amendments to 
the draft financial statements 
I identified the following misstatements during my audit and management have adjusted the financial statements. I bring them to 

your attention to aid you in fulfilling your governance responsibilities. 

 

 Comprehensive income and 
expenditure statement 

Balance sheet 

Adjusted misstatement Nature of adjustment Dr £000s Cr £000s Dr £000s Cr £000s 

Negative past service costs arising 
due to the change from RPI to CPI 
for future pension increases, 
moved from non-distributed costs 
(income) to its own line within the 
net cost of services.  

This is an exceptional item which 
should be disclosed within the net 
cost of services but presented 
separately to ensure that a degree of 
prominence is necessary to give fair 
representation of the accounts.  

£12,370 
RPI – CPI 
Exceptional 
item 

(£12,370) 
Non distributed 
costs - income 

  

Impairments from the change in 
valuation following CLG guidance 
and recognising 34% of the 
Housing stock valuation (49% was 
recognised in 2009/10). 

This is an exceptional item which 
should be disclosed within the net 
cost of services and so have been 
moved above the Net Cost of 
Services line to comply with the 
requirements of the Code. 

£76,802 
Exceptional 
item 

(£76,802) 
Impairments 
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Appendix 3 – Unadjusted 
misstatements to the financial 
statements 
I identified the following misstatements during my audit which management has not adjusted the financial statements. I bring 
them to your attention to help you in fulfilling your governance responsibilities and ask you to correct these misstatements.  

If you decide not to amend, please tell me why in the representation letter. If you believe the effect of the uncorrected errors, 
individually and collectively, is immaterial, please reflect this in the representation letter. Please attach a schedule of the 
uncorrected errors to the representation letter.  

 

 Comprehensive income and 
expenditure statement 

Balance sheet 

Unadjusted misstatement Nature of required adjustment Dr £000s Cr £000s Dr £000s Cr £000s 

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 Council has not amended for 
this and has estimated the 
movement which would be required 
as £380,000. This issue will increase 
each year and so will need to be 
adjusted for in 2011/12. 

  £380 
Capital 
Adjustment 
Account 

(£380) 
Revaluation 
Reserve 
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 Comprehensive income and 
expenditure statement 

Balance sheet 

Unadjusted misstatement Nature of required adjustment Dr £000s Cr £000s Dr £000s Cr £000s 

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. 

The Council’s approach has resulted 
in an overstatement of the interest 
charge to the HRA of £403,000.  

£403 
Housing 
General Fund 
expenditure 

(£403) 
HRA net cost of 
services 
expenditure 

  

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

The waste vehicles finance lease 
has been calculated at £988,000. 
However, the financial statements 
are showing a valuation of £968,000.

 (£20) 
expenditure 

£20 
PPE 
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Appendix 4 – Draft letter of 
representation 
To: Grant Patterson [Appointed Auditor/Engagement Lead] 

Audit Commission,  
Opus House,  
Priestley Court,  
Stafford Technology Park,  
Beaconside,  
Stafford, ST18 0LQ 

 
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 and Pension Fund accounts included within the financial statements.  

Compliance with the statutory authorities 

I have fulfilled 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 Practice and International Financial Reporting 
Standards which give 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.  
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Uncorrected misstatements 

The effects of uncorrected financial statements misstatements summarised in the attached schedule are not material to the financial statements, either 
individually or in aggregate.   

These misstatements have been discussed with those charged with governance within the Council and the reasons for not correcting these items are 
as follows; 
■ reason 1 etc; 
■ reason 2] 

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 

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. 
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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  

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 District Council 

I confirm that this letter has been discussed and agreed by the Audit & Governance Committee on 27 September 2011. 

 

Signed          Name 

 

Position         Date 
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Appendix 5 – Glossary 
Annual governance statement  
A statement of internal control prepared by an audited body and published with the financial statements. 

 

Audit closure certificate  
A certificate that I have completed the audit following statutory requirements. This marks the point when I have completed my responsibilities for the 
audit of the period covered by the financial statements. 

 

Audit opinion  
On completion of the audit of the financial statements, I must give my 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; and  
■ whether they have been prepared properly, following the relevant accounting rules.   

 

Opinion [where there is no regularity leg] 

If I agree that the financial statements give a true and fair view, I issue an unqualified opinion. I issue a qualified opinion if: 
■ I find the statements do not give a true and fair view; or 
■ I cannot confirm that the statements give a true and fair view. 

[Where there is a regularity leg] 
■ I find that some spending or income was irregular. 
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Materiality and significance 
The Auditing Practices Board (APB) defines this concept as ‘an expression of the relative significance or importance of a particular matter for the 
financial statements as a whole. A matter is material if its omission would reasonably influence users of the financial statements, such as the 
addressees of the auditor’s report; also a misstatement is material if it would have a similar influence. Materiality may also be considered for any 
individual primary statement within the financial statements or of individual items included in them. We cannot define materiality mathematically, as it 
has both numerical and non-numerical aspects’.  

The term ‘materiality’ applies only to the financial statements. Auditors appointed by the Commission have responsibilities and duties under statute, as 
well as their responsibility to give an opinion on the financial statements, which do not necessarily affect their opinion on the financial statements.  

‘Significance’ applies to these wider responsibilities and auditors adopt a level of significance that may differ from the materiality level applied to their 
audit in relation to the financial statements. Significance has both qualitative and quantitative aspects.  

 

Weaknesses in internal control 
A weakness in internal control exists when:  
■ a control is designed, set up or used in such a way that it is unable to prevent, or detect and correct, misstatements in the financial statements 

quickly; or  
■ a control necessary to prevent, or detect and correct, misstatements in the financial statements quickly is missing.  

An important weakness in internal control is a weakness, or a combination of weaknesses that, in my professional judgement, are important enough 
that I should report them to you. 

 

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 resources based on criteria specified by the Audit Commission.  

The Code of Audit Practice defines proper arrangements as corporate performance management and financial management arrangements that form a 
key part of the system of internal control. These comprise the arrangements for:  
■ planning finances effectively to deliver strategic priorities and secure sound financial health; 
■ having a sound understanding of costs and performance and achieving efficiencies in activities; 
■ reliable and timely financial reporting that meets the needs of internal users, stakeholders and local people; 
■ commissioning and buying quality services and supplies that are tailored to local needs and deliver sustainable outcomes and value for money; 
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■ producing relevant and reliable data and information to support decision making and manage performance; 
■ promoting and displaying the principles and values of good governance; 
■ managing risks and maintaining a sound system of internal control; 
■ making effective use of natural resources; 
■ managing assets effectively to help deliver strategic priorities and service needs; and 
■ planning, organising and developing the workforce effectively to support the achievement of strategic priorities. 

If I find that the audited body had adequate arrangements, I issue an unqualified conclusion. If I find that it did not, I issue a qualified conclusion. 
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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.  
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