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Status of our reports 
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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Key messages 
This report summarises the findings from the 2008/09 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 how well you 
use and mange your resources to deliver value for money and better and 
sustainable outcomes for local people.  
 
 
Financial Statements Results Page 

Unqualified audit opinion Yes 6 

Financial statements free from error Yes 7-8 

Adequate internal control environment Yes 12-13 

Use of resources Results Page 

Arrangements to secure value for money Yes 15 

Audit opinion 
1 Subject to satisfactory clearance of outstanding matters, I plan to issue an audit report 

including an unqualified opinion on the financial statements. At the time of writing this 
report the only significant matter we are still awaiting evidence upon is answers to our 
analytical review queries on car parking income.  

Financial statements 
2 This is the first year of our audit of Cannock Chase District Council.  Additional 

assurances have therefore been required in terms of systems documentation, 
methodologies of internal control and the accounts production process. As a result, 
additional time has been taken to obtain evidence and working papers, particularly 
from departments outside finance. We have therefore agreed to work with the Council 
prior to next year’s audit to agree the level of evidence needed and clarify what 
information we require in working papers. This will be decided at a ‘wash-up’ session 
planned for October with training planned for early November. 

3 We are required to report to you all misstatements that we have identified during the 
course of our audit, other than those that are clearly trivial nature. Management have 
agreed to amend those detailed in Appendix 2.   
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4 We have also identified a number of non material errors which, after consideration, 
management are not proposing to adjust in 2008/09 but will take appropriate action in 
2009/10. These are detailed in Appendix 3.  We are required to bring these to your 
attention so that you may consider whether you agree with this approach or wish the 
financial statements to be amended for these errors. If you concur with management 
and decide not to adjust for these please tell us 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. 

5 Overall the authority has in place adequate arrangements for securing internal control.  
However, during the course of our audit work we noted a number of areas for 
improvement that would both assist the council and improve the efficiency of our audit 
in respect of the preparation of a working paper to reconcile the financial statements to 
the ledger, the reconciliation of the housing benefits system to the general ledger and 
the accounting for fixed assets.  These are detailed in table 3. 

Use of resources and value for money conclusion 
6 I assess your arrangements to secure economy, efficiency and effectiveness in your 

use of resources against criteria specified by the Audit Commission. The outcomes 
from the detailed work we have undertaken to support our judgements have enabled 
me to conclude that the Council has made proper arrangements for securing economy, 
efficiency and effectiveness in its use of resources. 
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Next steps 
This report identifies the key messages that you should consider before I issue my 
financial statements opinion, value for money conclusion, and audit closure 
certificate. It 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.  
 

7 I ask the Audit Committee to: 

• consider the matters raised in the report before approving the financial statements 
(pages 6 to 14); 

• take note of the adjustments to the financial statements which are set out in this 
report (Appendix 2); 

• take note of the non material misstatements in Appendix 3 which, after 
consideration, management has declined to amend.  If you concur with this and If 
you believe the effect of the uncorrected errors, individually and collectively, is 
immaterial, please reflect this in the representation letter (Appendix 5);  

• take note of the VFM Conclusion and Use of Resources assessment (Appendix 4); 
• approve the letter of representation on behalf of the Council before I issue my 

opinion and conclusion (Appendix 5); and 
• agree your response to the proposed action plan (Appendix 6). 
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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 authorise for issue the financial 
statements and the annual governance statement. 

Opinion on the financial statements 
8 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 audit report. At the time of writing this report the only significant matter 
we are still awaiting evidence upon is answers to our analytical review queries on car 
parking income.  

Key areas of judgement and audit risk 
9 In planning my audit I identified specific risks and areas of judgement that I have 

considered as part of my audit. My findings are set out in Table 1. 

Table 1 Key areas of judgement and audit risk 
 

Issue or risk Finding 

Financial standing 
Has the Council included appropriate levels of 
accruals within its debtor and creditor balances to 
reflect the true Income and Expenditure position?  
 
The Council has faced significant financial 
pressures in 2008/09 and although forecasting a 
surplus for 2009/10, there are further pressures 
from income reductions and funding cuts which 
present a threat to the financial position. This 
increases the risk of financial misreporting i.e. 
exclusion of creditor accruals, cut off issues etc. 
 

 
We have identified accruals within the debtor and 
creditor disclosures and have tested the balances 
in accordance with our testing strategy. Our testing 
has not identified any areas where we consider the 
Council has made incorrect assumptions and 
where it has inappropriately made accruals. 
 
We have also undertaken detailed cut off testing to 
ensure that balances relating to the financial year 
which have been received or paid after the closure 
of the ledger have been accrued appropriately. 
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Issue or risk Finding 

Completeness of provisions 
Provisions are an accounting area, which by their 
nature involve a greater level of judgement and 
interpretation by management on their value. We 
will therefore need to undertake testing to satisfy 
ourselves that the Council includes appropriate 
provisions within its financial statements, in line 
with FRS 12. 
  

 
We have obtained assurance on the completeness 
of provisions. Due to the low level of provisions in 
the financial statements our work has focused on 
omission through the testing completed for the 
creditor balance, our review of the Council, 
Cabinet, and Audit & Governance Committee 
minutes and on-going discussions with Senior 
officers at the Council including the Chief 
Executive, Head of Finance / s151 officer, Head of 
Governance and Monitoring Officer.   There are no 
matters we wish to bring to your attention. 
 

Valuation of land and buildings 
Has the Council obtained an appropriate valuation 
of its land and buildings in accordance with 
FRS15? 
 

 
We have undertaken detailed testing on the 
valuation of the Council’s fixed assets.  
The Council revalues its assets using its internal 
surveyor and we have confirmed that he holds the 
appropriate qualifications. The Council uses a 
rolling programme, valuing 1/5th of its assets each 
year. 
 
The Council has demonstrated that it has 
undertaken an impairment review in 2008/09 of the 
key asset groups where impairments may have 
existed. This is in line with FRS 11.  
 
The Council has put through £1,500k of impairment 
in relation to one asset. This has been correctly 
treated as a ‘price fall’ impairment in the accounts. 
 
The remaining impairment relates to enhancement 
expenditure which extends the assets life but does 
not increase the value (e.g. rewiring of Council 
Houses) and so has been immediately written off 
the value of the asset. Again, this is in line with 
FRS 11. 
 

Errors in the financial statements 
10 We are required to report to you all adjusted and unadjusted misstatements that we 

have identified during the course of our audit, other than those that are clearly trivial 
nature. Our definition of 'trivial' has been revised this year and I am reporting any 
issues above £13,000 (compared with £130,000 on an equivalent basis to last year).   
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11 The adjusted misstatements are detailed in Appendix 2.  We identified a number of 
narrative amendments which the Council have amended. These improve the 
presentation of the financial statements in line with the SORP or improve the level of 
disclosure to support the reader of the accounts. We also identified a number of minor 
narrative errors, which the Council have amended but are excluded from Appendix 2 
due to their trivial nature. 

12 We have also identified a number of non-material errors which, after consideration, 
management are not proposing to adjust in 2008/09 but will review in 2009/10. These 
are detailed in Appendix 3.  If you concur with management and decide not to adjust 
for these please tell us 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. 

Recommendation 
R1 To consider the impact of the unadjusted misstatements in Appendix 3 of the 

external auditor’s 2008/09 Annual Governance Report.   If you concur with 
management and decide not to adjust for these, set out the reasons for not 
amending the errors in the representation letter.  If you do not concur then instruct 
management to amend the financial statements. 

Accounting practice and financial reporting 
13 I consider the qualitative aspects of your financial reporting. Table 2 contains the 

issues I wish to raise with you. 

Table 2 Accounting practice and financial reporting 
  

Issue or risk Finding 

Disclosure  
Whilst the financial statements meet the minimum 
requirements of the SORP there were statements 
and disclosures where further clarification or 
additional information was required to aid the 
reader of the accounts. There were also statements 
and disclosures where information was considered 
too detailed.  
 
Local government accounting is complex and the 
level of detail included within the accounts is down 
to individual authorities to determine. We 
acknowledge that each Auditor will have its own 
views on presentation. 

 
We have reviewed the order of the disclosure notes 
and accept that the Council has followed the order 
of notes in the Statement of Recommended 
Practice for Local Government Accounting (SORP). 
However, the SORP also states that “Authorities 
are free to choose the most effective order for the 
notes to the accounts according to their local 
circumstances”. The Audit Commission considers 
that the order of the notes would be better for 
readers if they followed the order of items within the 
prime statements and additional notes should be 
placed according to their relevance and importance 
to the Council’s activities.  
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Issue or risk Finding 
 
The introduction of international financial reporting 
standards (IFRS) will also increase the number and 
nature of disclosures in the accounts. The Council 
should review the number and nature of its 
disclosures to ensure they best meet the needs of 
the readers of the accounts and support the 
transition to IFRS in 2010/11. 
 

Building Control Account 
There is a statutory requirement for the Building 
Control Account to breakeven over a three year 
period. This is disclosed as a separate note under 
the requirements of the SORP.  

 
The Council has produced a deficit position on its 
Building Control Account for the last two financial 
periods.  In particular the impact of the recession 
has resulted in a deficit in 2008/09.  
 
It is recommended that the Council maintains a 
watching brief in this area, as the ongoing impact of 
the recession will undoubtedly make this task more 
difficult to achieve. 

Related party transactions 
The financial reporting standards require the 
Council to undertake reasonable efforts to identify 
and disclose related party transactions. There are 
exercises which as a minimum we would expect the 
Council to have undertaken. 

 

 
The Council had requested that Members declare 
any related parties. We have reviewed these 
disclosures and where made the information has 
been correctly included within the financial 
statements. However, not all Members 
acknowledged the request and so there are gaps in 
the assurances provided by Council. 
 
The Council had not asked Senior Managers to 
declare any interests. Furthermore, the Council had 
not reviewed its creditors to identify if any payments 
had been made to organisations linked to Members 
of Officers. This presents a weakness in the 
process for identifying related parties. 
 

Financial instruments disclosure 
The Council is required to make disclosures in their 
financial statements which meet the financial 
reporting standards. 

 
The Council had not made sufficient disclosures in 
their draft financial statements and so has redrafted 
the disclosure. We have audited this redraft and 
confirm that the figures in the revised statements 
meet the minimum financial reporting standards 
required. 
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Issue or risk Finding 

Annual governance statement 
The Council makes an annual governance 
statement within its financial statements in line with 
the ‘Delivering Good Governance in Local 
Government’ guidance. We review this statement 
against the minimum requirements and also our 
knowledge of the Council and its risk management 
and control environment.  

 

 
The Council had populated the required template 
and included a reasonable level of detail with 
regard to its processes. Discussion with the Head 
of Governance has identified that the Council used 
a methodical approach for collating the ‘Significant 
Governance Issues’ disclosure. 
 
We have reviewed the issues raised by the Council 
as ‘Significant Governance Issues’ and consider 
that they are consistent with our understanding of 
the Council.  
 
We have also reviewed the Council's risk 
management arrangements and consider these to 
be adequate. In particular we are satisfied that the 
financial risk in 2008/09 was appropriately 
managed and that the increasing risk in 2009/10 
and beyond is properly reflected in the Council's 
Strategic Risk Register. 

Concessionary Fares 
The accounts include approximately £1.2m of 
expenditure for the concessionary fares scheme. 

 
The Council receives monthly invoices from the 
various bus companies involved and these are 
processed through the purchase ledger. The 
County Council undertakes ‘mystery shopper’ type 
exercises on behalf of all district Councils in the 
Staffordshire area which provide some assurance 
over the journeys claimed by the operators.  
 
We have not been able to identify how the Council 
obtains assurance that they are paying the correct 
amount for this service. Whilst we have assurance 
that the amount paid reflects the invoices and 
variations are examined, the validity in terms of 
numbers and journeys cannot be verified. 
 
The Council should consider whether it has 
appropriate assurance that it is only meeting the 
costs for which it is liable and that it is receiving 
value for money from this scheme. In light of one 
main operator within the County and a standard 
system being in operation, this assurance could be 
obtained at County Council level. 
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Issue or risk Finding 

Working papers 
To support our audit we require the Council to 
prepare working papers. Working papers should be 
sufficiently detailed to enable someone with limited 
knowledge of the Council, but an understanding of 
accounts, to follow the audit trail.  

 

 
We liaised with the Council prior to the preparation 
of the financial statements with a list of the key 
working papers we would require. The Council 
provided a CD with electronic working papers at the 
start of the audit but due to our restricted access to 
the network, we were not able to access the links 
and therefore all working papers directly. This has 
provided delays in our process. 
 
There were some areas of the accounts where the 
working papers did not contain sufficient detail e.g. 
fixed assets. Again, this required several additional 
requests which delayed progress on the audit.  
 
There were some areas of the accounts where 
working papers were not provided at the beginning 
of the audit and not known to the key contact. This 
again provided delays in the audit process. 
 
We did find that where additional information was 
requested the Council were extremely prompt in 
providing evidence and we thank the staff in 
finance for their support during the audit.  
 
The Council has agreed that the working papers 
will be reviewed by a Council employee prior to the 
audit next year to ensure that they meet the 
required standards. 

 

 

Recommendation 
R2 Review the number and nature of disclosures in the Statement of Accounts to 

ensure they best meet the needs of the readers of the accounts and support the 
transition to international financial reporting standards in 2010/11. 

R3 Take action to bring the Building Control account back into break-even position in 
the next financial year in accordance with the statutory framework. 

R4 Consider whether the process for identifying related party transactions is robust and 
provide assurance to the Audit Commission through the Letter of Representation 
that all material related party transactions are disclosed within the financial 
statements.  

R5 Seek sufficient assurances from the County Council over the accuracy of payments 
made through the concessionary fares scheme in relation to the main bus operator 
for the County area. 
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R6 Ensure that the finance department has sufficient capacity to prepare the financial 
statements with detailed working papers which are reviewed by Management prior 
to the audit. 

Weaknesses in internal control 
14 Overall the authority has in place adequate arrangements for securing internal control. 

However, during the course of our audit work we noted the following weaknesses that 
we wish to bring to the attention of those charged with governance.  

15 We have not provided a comprehensive statement of all weaknesses which may exist 
in internal control, or of all improvements which may be made. We have reported only 
those key matters which have come to our attention because of the audit procedures 
we have performed.  We do not consider that these would present a material error, but 
if corrected, would strengthen the overall control environment.  

Table 3 Weaknesses in internal control 
  

Issue or risk Finding 

Fixed asset registers 
The Council holds two separate registers, one for 
vehicles, plant and equipment and the other for all 
other assets.  
 
The registers do not identify each individual asset 
as some assets are grouped together, e.g. 
vehicles, or that there was just insufficient detail for 
individual assets to be identified.   
 

 
The two assets registers are maintained by 
different departments in two different systems, one 
being an excel spreadsheet. This is not considered 
good practice and will make any corporate 
housekeeping exercises difficult once International 
Financial Reporting Standards (IFRS) are required. 
The lack of detail in the registers could prevent the 
Council from making appropriate strategic 
decisions on replacement, disposal or impairment.  
 
Asset management is key to supporting the 
strategy of the Council and is a part of the Use of 
Resources assessment. This will become 
increasingly important as the Council moves 
towards accounting under the IFRS. 
 
The Council is currently using its registers for 
operational management, but as government 
funding decreases and financial pressures 
increase, the Council will have to strategically 
manage their assets to support the delivery of the 
Council’s objectives.  
 
The Council will need to revisit the valuations, 
categorisations etc of all its assets prior to the 
introduction of IFRS accounting and should use this 
opportunity to refresh its fixed asset register and 
supporting records so that going forward, fixed 
asset accounting is easier to manage and supports 
the overall business of the Council. 
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Issue or risk Finding 

Impairment review of assets 
It is a requirement of FRS 11 that the Council 
undertakes an annual impairment review of its 
asset base to ensure that the balance sheet is not 
overstated. 
 
The Council undertook an impairment review of its 
asset base ion 2008/09 at our request.  
 

 
The Council revalues 1/5th of its asset base each 
financial year on a rolling programme. In 2008/09 
the Council agreed that due to the recent downturn 
in the economy, in addition to the 1/5th of assets, it 
would consider the asset base as a whole and 
revalue any assets where there was a risk of 
impairment.  
 
Prior to the introduction of IFRS accounting, the 
Council is undertaking a full revaluation of its 
assets in 2009/10. 
 
However, going forward, the Council should 
annually undertake an impairment exercise to 
ensure that the requirements of FRS 11 are met 
and that the balance sheet is not overstated. 
 

Housing benefit 
The Council were not able to provide us with 
evidence of a year end reconciliation for the 
Housing Benefit control account to the general 
ledger.  
 

 
The year end reconciliation of the housing revenue 
control account to the general ledger supports the 
income and expenditure going through the housing 
benefits system is accurately recorded in the 
financial statements. Without this there is a 
weakness in the controls in place. 
 
We undertook additional testing of the key figures 
within the housing benefit grant claim to ensure that 
figures within the claim which had been taken from 
the system reconciled to the general ledger. No 
issues were identified but the Council should 
undertake this reconciliation next year to satisfy 
themselves that the figures have been accurately 
reported.  
 

 

Recommendation 
R7 Review the arrangements for recording fixed assets and ensure that there is 

sufficient detail to support the transition to International Financial Reporting 
Standards and to manage and support the overall business of the Council. 

R8 Ensure that an annual impairment review of assets is undertaken. 

R9 Ensure documentary evidence of year end reconciliations exists to support the 
accuracy of significant feeder systems being presented in the ledger and therefore 
the financial statements.  
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Letter of representation 
16 Before I issue my opinion, auditing standards require me to obtain appropriate written 

representations from you and management about your financial statements and 
governance arrangements. Appendix 5 contains the draft letter of representation I seek 
to obtain from you. 

17 In response to the issues raised in the ISA 260, we will seek specific disclosures in 
relation to: 

• The unadjusted misstatements as per recommendation 1; 
• Related party disclosures as per recommendation 4; 
• Concessionary fares as per recommendation 5. 
 

Recommendation 
R10 Consider the issues raised in the ISA 260 Annual Governance Report and amend 

the Letter of Representation accordingly prior to recommending approval by the 
Council. 

 



Use of resources 

 

15   Cannock Chase District Council 
 

Use of resources 
I am required to consider how well the Council is managing and using its resources 
to deliver value for money and better and sustainable outcomes for local people, 
and give a scored use of resources judgement.   
I am also required to conclude whether the Council has put in place adequate 
corporate arrangements for securing economy, efficiency and effectiveness in its 
use of resources. This is known as the value for money (VFM) conclusion.   

Use of resources judgements and value for money conclusion 
18 In forming my scored use of resources judgements, I have used the methodology set 

out in the use of resources framework. Judgements are made for each key line of 
enquiry (KLOE) using the Audit Commission’s current four point scale from 1 to 4, with 
4 being the highest. Level 1 represents a failure to meet the minimum requirements at 
level 2.  

19 I also take into account, where appropriate, findings from previous use of resources 
assessments (updating these for any changes or improvements) and any other 
relevant audit work. 

20 The Council will be informed of the proposed use of resources overall and theme 
scores by the Audit Commission in October, at which stage it can request a review if 
certain criteria are met. I propose to report separately upon them to you in my Annual 
Audit Letter.  

21 I assess your arrangements to secure economy, efficiency and effectiveness in your 
use of resources against criteria specified by the Audit Commission. My conclusions 
on each of the areas are set out in Appendix 4.  

22 I intend to issue an unqualified conclusion stating that the Council had adequate 
arrangements to secure economy, efficiency and effectiveness in the use of resources. 
Appendix 1 contains the wording of my draft report. 
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Appendix 1 – Independent 
auditor’s report to Members of 
Cannock Chase District Council 
Independent auditor’s report to the Members of Cannock Chase District 
Council  

Opinion on the financial statements 
I have audited the Authority accounting statements and related notes of Cannock 
Chase District Council for the year ended 31 March 2009 under the Audit 
Commission Act 1998. The accounting statements comprise the Income and 
Expenditure Account, the Statement of Movement on the General Fund Balance, the 
Statement of Total Recognised Gains and Losses, the Balance Sheet, the Cash Flow 
Statement, the Housing Revenue Account, the Statement of Movement on the 
Housing Revenue Account, the 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 49 of the Statement of Responsibilities of Auditors and of 
Audited Bodies prepared by the Audit Commission. 

Respective responsibilities of the Head of Finance and auditor 
The Head of Finance’s responsibilities for preparing the financial statements in 
accordance with relevant legal and regulatory requirements and the Code of Practice 
on Local Authority Accounting in the United Kingdom 2008 are set out in the 
Statement of Responsibilities for the Statement of Accounts. 
My responsibility is to audit the financial statements in accordance with relevant legal 
and regulatory requirements and International Standards on Auditing (UK and 
Ireland).  
I report to you my opinion as to whether the accounting statements present fairly, in 
accordance with relevant legal and regulatory requirements and the Code of  
Practice on Local Authority Accounting in the United Kingdom 2008 the financial 
position of the Authority and its income and expenditure for the year.  
I review whether the governance statement reflects compliance with ‘Delivering Good 
Governance in Local Government: A Framework’ published by CIPFA/SOLACE in 
June 2007. I report if it does not comply with proper practices specified by 
CIPFA/SOLACE or if the statement is misleading or inconsistent with other 
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information I am aware of from my audit of the financial statements. I am not required 
to consider, nor have I considered, whether the governance statement covers all 
risks and controls. Neither am I required to form an opinion on the effectiveness of 
the Authority’s corporate governance procedures or its risk and control procedures 
I read other information published with the accounting statements, and consider 
whether it is consistent with the audited accounting statements. This other 
information comprises the Explanatory Foreword and the content of the Annual 
Report. I consider the implications for my report if I become aware of any apparent 
misstatements or material inconsistencies with the accounting statements. My 
responsibilities do not extend to any other information. 

Basis of audit opinion 
I conducted my audit in accordance with the Audit Commission Act 1998, the Code of 
Audit Practice issued by the Audit Commission and International Standards on 
Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes 
examination, on a test basis, of evidence relevant to the amounts and disclosures in 
the accounting statements and related notes. It also includes an assessment of the 
significant estimates and judgments made by the Authority in the preparation of the 
accounting statements and related notes, and of whether the accounting policies are 
appropriate to the Authority’s circumstances, consistently applied and adequately 
disclosed. 
I planned and performed my audit so as to obtain all the information and explanations 
which I considered necessary in order to provide me with sufficient evidence to give 
reasonable assurance that the accounting statements and related notes are free from 
material misstatement, whether caused by fraud or other irregularity or error. In 
forming my opinion I also evaluated the overall adequacy of the presentation of 
information in the accounting statements and related notes. 

Opinion 
In my opinion the Authority financial statements present fairly, in accordance with 
relevant legal and regulatory requirements and the Code of Practice on Local 
Authority Accounting in the United Kingdom 2008, the financial position of the 
Authority as at 31 March 2009 and its income and expenditure for the year then 
ended. 

Conclusion on 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 regularly to review the adequacy and effectiveness 
of these arrangements.  
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Auditor’s Responsibilities 
I am required by the Audit Commission Act 1998 to be satisfied that proper arrangements have been 
made by the Authority 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 in 
relation to proper arrangements, having regard to relevant criteria specified by the Audit Commission 
for principal local authorities. I report if significant matters have come to my attention which prevent me 
from concluding that the Authority has made such proper arrangements. 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. 

Conclusion  
I have undertaken my audit in accordance with the Code of Audit Practice and having 
regard to the criteria for principal local authorities specified by the Audit Commission 
and published in May 2008 and updated in February 2009, and the supporting 
guidance, I am satisfied that, in all significant respects, Cannock Chase District 
Council made proper arrangements to secure economy, efficiency and effectiveness 
in its use of resources for the year ending 31 March 2009. 

Certificate 
I certify that I have completed the audit of the accounts in accordance with the 
requirements of the Audit Commission Act 1998 and the Code of Audit Practice 
issued by the Audit Commission. 
 
Grant Patterson 
Engagement Lead 
 
Audit Commission 
Opus House 
Priestley Court 
Stafford Technology Park 
Beaconside 
Stafford 
ST18 0LQ  
Date 
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Appendix 2 – Adjusted 
amendments to the accounts 
The following misstatements were identified during the course of my audit and the 
financial statements have been adjusted by management. I bring them to your 
attention to assist you in fulfilling your governance responsibilities. 

Table 4 Numerical misstatements  
 

Numerical misstatements Income and 
Expenditure 
Account 

Balance Sheet 

Adjusted 
misstatements 

Nature of Adjustment Dr 
£000s 

Cr 
£000s 

Dr 
£000s 

Cr 
£000s 

Note 12b - Fixed 
Assets - Vehicles 
and Equipment NBV 
as at 31/03/09 

Depreciation of £120k has 
been incorrectly written back 
twice and the closing net book 
value for vehicles, plant and 
equipment should be £844k 

   120 

Note 12b - 
Accumulated 
depreciation and 
impairment 

Depreciation of £120k has 
been incorrectly written back 
twice and the closing net book 
value for vehicles, plant and 
equipment should be £844k 

  120  

Note 32 - Debtors - 
Provision for Bad 
Debts 

A housing benefit provision of 
£758k for bad debts has been 
double counted. The net 
Debtors figure is unaffected. 
This has been over stated in 
the Cash Flow Statement 

  758  

Note 32 - Debtors - 
Other Sundry 
Debtors 

A housing benefit provision of 
£758k for bad debts has been 
double counted. The net 
Debtors is unaffected. Also 
this has been over stated in 
the Cash Flow Statement 
 
 

   758 

Note 12b - Fixed 
Assets - Other Land 
and Buildings - 
Impairments 

There is an impairment of 
£92k incorrectly included in 
the Revaluations column 

  92  

Note 12b - Fixed 
Assets - Other Land 
and Buildings - 
Revaluations 

There is an impairment of 
£92k incorrectly included in 
the Revaluations column 

   92 
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Table 5 Narrative misstatements  
 

Text Disclosure Amendments 

Adjusted misstatements Nature of Adjustment 
Income and Expenditure Account - Area Based 
Grant - A balance of £79k is shown for the Area 
Based Grant 

The balance of £56k should be shown on a 
separate line as a 'Regional Housing Pot Grant' 
and the figure for the Area Based Grant should 
be £23k 

SMGFB - The Authority have put an adjustment 
through the Accounts which relates to assets 
that have to be taken into account at their bid 
value rather than the mid market value. This 
change has impacted on the actuarial gain/loss. 

A note should be made to the Accounts to explain 
the change in treatment by the valuers and the 
SMGFB is understated by £141k 

Cash Flow Statement - The Cash Flow Statement 
includes a heading for 'NNDR Pool Contribution'. 
This includes a figure of £6,157k which actually 
relates to Council tax Housing Benefits and 
should be disclosed under the heading 'DWP 
grants for housing benefits' which also includes 
an incorrect amount of £7,298k which relates to 
NNDR Pool Contribution 

Adjust the Cash Flow Statement NNDR Pool 
Contribution  -   reduce by £6,157k and increase 
by £7,298k to show a total of £7,298k under this 
heading and for the heading DWP grants for 
housing benefits - reduce by £7,298k and 
increase by £6,157k to show a total of £24,535k 

Statement of Accounting Policies - There is no 
accounting policy for financial instruments 

Include an accounting policy for financial 
instruments 

Note 9 - Officers Emoluments - The number of 
officers (Actual Salary) is disclosed and are 
incorrect 

Amend the number of individual officers so 
disclosure is correct 

Note 12b - Fixed Assets - Other Land and 
Buildings NBV as at 31/03/08 - The net book 
value is disclosed as £40,431k and is different to 
the prior year accounts which showed a balance 
of £43,273k 

Add a footnote to disclose why the difference has 
occurred. 

Note 14 - Operating Lease Rentals - There is no 
tabular disclosure for the payments the authority 
is committed to make in the next financial year, 
analysed between those leases that will expire in 
the next year, in the second to fifth subsequent 
years, and from the sixth subsequent year 
onwards, showing separately commitments under 
leases for land and buildings and for other 
purposes. 

Include a tabular disclosure for the payments the 
authority is committed to make in the next 
financial year, analysed between those leases 
that will expire in the next year, in the second to 
fifth subsequent years, and from the sixth 
subsequent year onwards, showing separately 
commitments under leases for land and buildings 
and for other purposes 

Note 27 - Reconciliation of surplus/deficit on the 
Income and Expenditure Account to the 
movement in cash - There is an amount 
disclosed for Principal Repayments of £92k. 

The figure for Principal repayments should be 
zero and the figure for Capitalised Expenditure 
should be increased by £92k 
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Appendix 3 – Unadjusted 
misstatements in the accounts 
The following misstatements were identified during the course of my audit and the 
financial statements have not been adjusted by management. I bring them to your 
attention to assist you in fulfilling your governance responsibilities. If you decide not 
to do so, please tell us 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. 

Table 6 Unadjusted misstatements 
 

Description of error 
 

Accounts effected Value 
of error 

Management 
Response 

Balance Sheet – Deferred 
Liabilities - Deferred Liabilities 
of £118k is included in the 
bottom half of the Balance 
Sheet 

Deferred Liabilities £118k Not amended as do 
not consider that 
there is a more 
appropriate position 
for this disclosure. 

LPSA Grant – There is no 
debtor raised for an amount of 
£16k LPSA grant which is 
outstanding 

Government Department 
Debtors, Income and 
Expenditure Account – Other 
government Grants – LPSA 

16 Not amended as 
management 
consider the grant 
to be a reward 
grant with a capital 
element and 
therefore not 
disclosed 

Cash Flow Statement - The 
Council have incorrectly 
included VAT in their tax 
section. This should be moved 
to operating cash flows.  

Cash Flow Statement N/A Not amended as 
management 
believe this is 
disclosed more 
appropriately in the 
tax section. 

Note 22 - Trust Funds - There 
is no disclosure on the overall 
nature and amount of any trust 
funds or other third party funds 
administered by them 

Extend the note so that the 
overall nature and amount of 
any trust funds or other third 
party funds administered by 
them. Presently, it is not clear 
that the Council are supporting 
the management of Cannock 
Park Trust. 

N/A Not amended as 
consider that the 
note contains 
sufficient narrative. 
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Appendix 4 – Use of Resources 
conclusion 
 The following table summarises the conclusions for each of the three Use of 

Resources themes which support the VFM conclusion. 

Table 7 Managing finances 
 

Key Lines of Enquiry (KLoE) Met 

Managing Finances  

Financial Planning - Does the organisation plan its finances 
effectively to deliver its strategic priorities and secure sound 
financial health? 

Yes 

Understanding costs and achieving efficiencies - Does the 
organisation have a sound understanding of its costs and 
performance and achieve efficiencies in its activities? 

Yes 

Financial reporting - Is the organisation’s financial reporting 
timely, reliable and does it meet the needs of internal users, 
stakeholders and local people? 

Yes 

Governing the Business  

Commissioning and procurement - Does the organisation 
commission and procure quality services and supplies, tailored 
to local needs, to deliver sustainable outcomes and value for 
money? 

Yes 

Data quality and use of information - Does the organisation 
produce relevant and reliable data and information to support 
decision making and manage performance? 

Yes 

Good governance - Does the organisation promote and 
demonstrate the principles and values of good governance? 

Yes 

Risk management and internal control - Does the organisation 
manage its risks and maintain a sound system of internal 
control? 

Yes 

Managing Resources  

Workforce planning - Does the organisation plan, organise and 
develop its workforce effectively to support the achievement of 
its strategic priorities? 

Yes 
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Appendix 5 – Draft letter of 
representation 
 
Mr Grant Patterson 
Audit Commission 
Opus House 
Priestley Court 
Stafford Technology Park 
Beaconside 
Stafford 
ST18 0LQ 
 
Dear Mr. Patterson, 
Re: Audit for the Year Ended 31 March 2009 
I confirm to the best of my knowledge and belief, having made appropriate enquiries of 
other directors, officers and officials of Cannock Chase District Council, the following 
representations given to you in connection with your audit of the Council’s financial 
statements for the year ended 31 March 2009. All representations cover the Council’s 
accounts included within the financial statements. 
Compliance with the statutory authorities 
I acknowledge my responsibility under the relevant statutory authorities for preparing the 
financial statements in accordance with the Code of Practice for Local Authority 
Accounting in the United Kingdom: A Statement of Recommended Practice which present 
fairly the financial position and financial performance of the Council and for making 
accurate representations to you. 
Uncorrected misstatements 
I confirm that I believe that the effects of the uncorrected misstatements listed in the 
attached schedule are not material to the financial statements. These misstatements have 
been discussed with those charged with governance within the Council and the reasons 
for not correcting these items are as follows; 

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

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

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

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

I also confirm that I have disclosed: 

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

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

 
Law, regulations, contractual arrangements and codes of practice 
To the best of my knowledge there are no instances of non-compliance with laws, 
regulations and codes of practice, likely to have a significant effect on the finances or 
operations of the Council. 
Fair Values 
I confirm the reasonableness of the significant assumptions within the financial statements. 
For the assumptions made, I confirm: 

• the appropriateness of the measurement method; 
• the basis used by management to overcome the presumption under the financial 

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

and  
• that subsequent events do not require adjustment to the fair value measurement. 

 
Assets 
To the best of my knowledge the following have been properly recorded and, where 
appropriate, adequately disclosed in the financial statements: 

• losses arising from sale & purchase commitments; 
• agreements & options to buy back assets previously sold; and 
• assets pledged as collateral. 
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Compensating arrangements 
There are no formal or informal compensating balancing arrangements with any of our 
cash and investment accounts; we have no other lines of credit arrangements. 
Contingent liabilities 
To the best of my knowledge there are no other contingent liabilities, other than those that 
have been properly recorded and disclosed in the financial statements. In particular: 

• there is no significant pending or threatened litigation, other than those already 
disclosed in the financial statements; The Council is subject to a number of equal 
pay claims and a reserve currently exists to address such claims if proved. 

• there are no material commitments or contractual issues, other than those already 
disclosed in the financial statements; and 

• no financial guarantees have been given to third parties other than those already 
disclosed in the financial statements. 

 
Related party transactions 
I confirm the completeness of the information disclosed regarding the identification of 
related parties. The identity of, and balances and transactions with, material related parties 
have been properly recorded and where appropriate, adequately disclosed in the financial 
statements. 
Post balance sheet events 
Since the date of approval of the financial statements by the Council, no additional 
significant post balance sheet events that have occurred which would require additional 
adjustment or disclosure in the financial statements. 
The Council has no plans or intentions that may materially alter the carrying value or 
classification of assets and liabilities reflected in the financial statements. 
Specific Representations 

• To be made in response to the issues raised in the ISA 260 report. 
 
Signed on behalf of Cannock Chase Council 
I confirm that this letter has been discussed and agreed by the Audit Committee on 28 
September 2009. 
 
Signed: 
Bob Kean 
Head of Financial Management 
 
 
Date: 
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Appendix 6 – Action Plan 
 

Page 
no. 

Recommendation Priority 
1 = Low 
2 = Med 
3 = High 

Responsibility Agreed Comments Date 

 Annual Governance Report 2008/09 - Recommendations 

8 R1 To consider the impact of the unadjusted 
misstatements in Appendix 3 of the external auditor’s 
2008/09 Annual Governance Report.   If you concur 
with management and decide not to adjust for these, 
set out the reasons for not amending the errors in the 
representation letter.  If you do not concur then 
instruct management to amend the financial 
statements. 

3 Audit & 
Governance 
Committee 

Yes  September 
2009 

11 R2 Review the number and nature of disclosures in the 
Statement of Accounts to ensure they best meet the 
needs of the readers of the accounts and support 
the transition to international financial reporting 
standards in 2010/11. 

2 Head of 
Finance 

Yes  March 2010 

11 R3 Take action to bring the Building Control account 
back into break-even position in the next financial 
year in accordance with the statutory framework. 

2 Head of 
Finance 

Yes  March 2010 
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Page 
no. 

Recommendation Priority 
1 = Low 
2 = Med 
3 = High 

Responsibility Agreed Comments Date 

11 R4 Consider whether the process for identifying related 
party transactions is robust and provide assurance 
to the Audit Commission through the Letter of 
Representation that all material related party 
transactions are disclosed within the financial 
statements. 

3 Audit & 
Governance 
Committee 

Yes  March 2010 

11 R5 Seek sufficient assurances from the County Council 
over the accuracy of payments made through the 
concessionary fares scheme in relation to the main 
bus operator for the County area. 

2 Audit & 
Governance 
Committee 

Yes  December 
2009 

12 R6 Ensure that the finance department has sufficient 
capacity to prepare the financial statements with 
detailed working papers which are reviewed by 
Management prior to the audit  

2 Audit & 
Governance 
Committee 

Yes  March 2010 

13 R7 Review the arrangements for recording fixed assets 
and ensure that there is sufficient detail to support 
the transition to International Financial Reporting 
Standards and to manage and support the overall 
business of the Council. 

2 Head of 
Finance 

Yes  December 
2009 

13 R8 Ensure that an annual impairment review of assets 
is undertaken. 
 

2 Head of 
Finance 

Yes  March 2010 
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Page 
no. 

Recommendation Priority 
1 = Low 
2 = Med 
3 = High 

Responsibility Agreed Comments Date 

13 R9 Ensure documentary evidence of year end 
reconciliations exists to support the accuracy of 
significant feeder systems being presented in the 
ledger and therefore the financial statements.  

2 Head of 
Finance 

Yes  March 2010 

14 R10 Consider the issues raised in the ISA 260 Annual 
Governance Report and amend the Letter of 
Representation accordingly prior to recommending 
approval by the Council. 

3 Audit & 
Governance 
Committee 

Yes  September 
2009 
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The Audit Commission 
 
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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or in a language other than English, please call 0844 798 7070. 
 
© Audit Commission 2009 
For further information on the work of the Commission please contact: 
Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ  
Tel: 0844 798 1212  Fax: 0844 798 2945  Textphone (minicom): 0844 798 2946 
www.audit-commission.gov.uk 


