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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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Members of the Audit & Governance Committee 

 

2009/10 Annual Governance Report  
 

I am pleased to present the results of my audit work for 2009/10. 

I discussed and agreed a draft of the report with the Head of Financial Management on 
16 September 2010 and updated it as issues have been resolved. 

My report sets out the key issues that you should consider before I complete the audit.  

It asks you to: 

• consider the matters raised in the report before publishing the financial statements 
(pages 7 to 14); 

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

• consider the impact of the unadjusted misstatements in Appendix 3 of this Annual 
Governance Report that, after consideration, management are not proposing to 
adjust in 2009/10 but will review in 2010/11. If you concur with management and 
decide not to adjust for these, please set out your reasons in the representation 
letter; (Appendix 3); and 

• approve the letter of representation on behalf of the Council before I issue my 
opinion and conclusion (Appendix 4). 

 

Yours faithfully 

 

 

Grant Patterson  
District Auditor 

27 September 2010 
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Key messages 
This report summarises the findings from the 2009/10 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.  
 
 
Financial statements Results Page 

Unqualified audit opinion Yes 7 

Financial statements free from material error Yes 8-11 

Adequate internal control environment Yes 11-14 

Value for money Results Page 

Adequate arrangements to secure value for money Yes 14 

Audit opinion 
1 My audit of the Council's Statement of Accounts for the year ended 31 March 2010 is 

substantially complete, subject to the completion of some outstanding audit 
procedures, as outlined in the financial statements section on page 7. 

2 I can confirm that subject to the successful completion of the outstanding procedures I 
will be issuing: 

• an audit report including an unqualified opinion on the financial statements; and 
• unqualified conclusion stating that the Council had adequate arrangements to 

secure economy, efficiency and effectiveness in its use of resources. 

Financial statements 
3 There have been material changes to the prime statements as a result of the 

amendments requested. These are detailed in Appendix 2. There were also a number 
of qualitative and non-material amendments to the accounts and disclosure notes.  

4 There are also some non-material amendments that management have decided not to 
amend, as they are not considered significant enough to influence a user's 
understanding of the accounts (Appendix 3).  
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Qualitative issues and the control environment 
5 My review of compliance against the 2009/10 SORP identified a number of areas 

where presentation or disclosure was not compliant. The significant areas which have 
not been amended have been raised in my report but I consider that those disclosures 
not amended for are not of such significance to influence the reader of the financial 
statements. There will be significant changes the format of the financial statements 
next year as a result of the introduction of International Financial Reporting Standards 
and this will be an opportunity for the Council to consider possible improvement areas. 

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

• consider the matters raised in the report before publishing the financial statements 
(pages 7 to 14); 

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

• consider the impact of the unadjusted misstatements in Appendix 3 of this Annual 
Governance Report that, after consideration, management are not proposing to 
adjust in 2009/10 but will review in 2010/11. If you concur with management and 
decide not to adjust for these, please set out your reasons in the representation 
letter; (Appendix 3); and 

• approve the letter of representation on behalf of the Council before I issue my 
opinion and conclusion (Appendix 4). 
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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 Audit 
Committee and Council members you have final responsibility for these statements. 
It is important that you consider my findings before you authorise the financial 
statements and the annual governance statement for publication. 

Opinion on the financial statements 
8 At the time of preparing this report, the following information required for me to 

complete my audit procedures was outstanding: 

• Satisfactory evidence to support the Valuer's assessment of social housing asset 
lives and the percentage applied to the existing use valuation. 

• Evidence from the Monitoring officer regarding compliance with laws and 
regulations and any outstanding issues which may impact on the provisions, 
contingent liabilities or post balance sheet event disclosures. 

• Evidence to support the Housing Benefit Grant claim figures in the financial 
statements. We are due to obtain this evidence between writing this report and the 
Audit & Governance Committee and will report verbally to the meeting on the 27th 
September 2010 regarding progress against this.  

• Evidence to support the figures disclosed in the Cash Flow Statement. 
• The amended Annual Report which should reflect all of the agreed changes to be 

made to the financial statements.   

9 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. 

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

considered as part of my audit.  
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Table 1 Key areas of judgement and audit risk 
 

Issue or risk Finding 
Each year the Council must consider whether there 
are indicators of impairment of the asset values 
reported on the balance sheet. In the current 
economic climate it is more likely that assets will 
need to be revalued. This represents a risk to the 
valuation of fixed assets on the balance sheet and 
the accuracy of the impairment or depreciation 
charges to the Income and Expenditure Account. 

I have reviewed the instructions to the Valuer and 
the valuation report. I am satisfied that we can 
place reliance on the work of this expert and that 
the valuation was carried out in accordance with 
proper practice.  
 
I have examined the accounting treatment for the 
revaluation and impairment transactions. Issues 
were identified with these entries in the financial 
statements and are detailed later in this report.  

The increasing pressure on the Council to meet its 
budget targets in recent years has meant that I 
have to presume there is a risk of fraudulent 
financial misreporting with regard to revenue 
recognition, even though the reality is that one may 
not exist. This represents a risk to the cut-off 
assertion and the accuracy of income and 
expenditure in the Income and Expenditure 
account. Mandatory testing is required before my 
opinion can be given. 

I have reviewed the Council's arrangements to 
mitigate this risk. 
I have confirmed that: 

• capitalised expenditure is appropriate; 
• correct cut-off of receipts and payments in 

March and April; and, 
• debtors are accurate.   

 

The 2009 SORP contains changes to the 
accounting treatment of Council Tax and NNDR 
and to the disclosure of officers' emoluments. This 
represents a risk that the required changes will not 
be accounted for correctly. 

I have reviewed the accounting treatment of council 
tax and NNDR income and the disclosure of 
officers' emoluments against the requirements of 
the 2009 SORP. Aside from presentational issues, I 
have confirmed that these transactions are in line 
with the SORP. 

Changes to the financial statements 
11 I am required to report to you matters that I feel are both important and relevant to you 

in your role of overseeing the financial reporting and disclosure process. Specifically, if 
I have identified any material misstatements which have been corrected by 
management I should bring these to your attention in order to assist you in fulfilling 
your governance responsibilities, which include reviewing the effectiveness of the 
system of internal control.  

12 With the exception of the issues outlined below there are no other adjusted differences 
that I wish to specifically bring to your attention. However, to assist you in fulfilling your 
governance responsibilities I have set out in Appendix 2 all adjusted audit differences.  
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Accounting for fixed assets 
13 The Council has an impairment relating to the downward valuation of its assets. The 

largest value within the impairment relates to capital expenditure on Council dwellings 
which has not added any value, e.g. kitchen and bathroom refurbishments. The SORP 
and BVACOP require impairments to be accounted for within net cost of service. The 
Council's draft accounts showed the impairment as a separate line below net cost of 
service. This has now been moved to within the net cost of services and shown as an 
exceptional item. I have accepted the section 151 officer's views that rather than be 
included in the cost of the service to which they relate they require the degree of 
prominence of being on the face of the Income and Expenditure Account in order to 
give a true and fair view. 

14 However, my testing identified that this impairment was overstated as follows and has 
reduced from £10.744 million to £6.094 million: 

• £2.212 million - The Council has overstated the impairment by taking an additional 
amount to expenditure but this was not reflected in the asset valuations. This error 
resulted in an equal overstatement in the Statement of Movement on the General 
Fund Balance. 

• £1.548 million - The Council has incorrectly included grants to registered social 
landlords in respect of providing affordable housing as additions to fixed assets. 
The expenditure was not an addition or enhancement to a council asset and 
therefore should not be accounted for as an impairment in value. The Council has 
amended the financial statements by treating it as revenue expenditure funded 
through capital by reversing out of the general fund to the Capital Adjustment 
Account. This amendment affects a number of entries - e.g. impairment charged to 
the Income & Expenditure account and the fixed asset note. 

• £0.391 million - The Council has incorrectly accounted for the revised valuation. 
Whilst the overall valuation of assets is in line with the valuation report, the 
treatment of written back depreciation was incorrectly shown which resulted in an 
overstatement of the impairment. The Council have amended this which results in 
a transfer between the revaluation reserve and the capital adjustment account. 

• £0.499 million - A note disclosing the value of the impairment relating to the HRA 
has been made in the supplementary statement. As £0.499 million of the capital 
expenditure impaired was funded through S106 contributions, this has been 
amended to ensure it is correctly written out to the Income & Expenditure Account 
to offset the impairment figure. 

FRS 17 Disclosures 
15 The Council has included disclosures for their pension scheme in line with the required 

reporting standards (FRS 17 and the SORP). However, the entries in the statements 
(Income & Expenditure, Statement of Movement on the General Fund Balance and 
Statement of Total Recognised Gains & Losses) do not use the full information 
provided by the actuary. The Council have for the past 5 years used a proxy for the 
FRS 17 Current Service Cost to negate major variances from year to year.  However, 
the Section 151 officer agreed that although year on year comparison would be 
distorted the difference in terms of presentation was material and should be amended.  
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16 There is a difference of £1.282 million resulting in the Council overstating expenditure 
in the Income and Expenditure account. There is an impact on the net cost of services 
(top of the Income & Expenditure Account) but this is then adjusted for so the overall 
entries in the accounts balance to zero. This has been amended in the various 
statements.  

Disclosure changes - Post Balance Sheet event - Pension Scheme 
17 Since 1972, each April, public-sector pensions have been increased in line with the 

Retail Prices Index ('RPI'). HM Treasury has confirmed that from April 2011 the 
increase in pensions will be linked to the Consumer Prices Index ('CPI'). 

18 Historically, the CPI has usually been lower than the RPI. Local authorities may 
therefore see a reduction in FRS 17 liabilities. The accounts disclose the nature of the 
event and provide indicative percentages of potential changes but no financial impact 
has been given. I am satisfied that readers of the accounts will not be misled but 
disclosure of the financial position would be improved by such information. 

Unadjusted audit differences 
19 Under auditing standards I am required to bring to the attention of the Audit Committee 

any misstatements, including omissions or other errors in presentation or disclosure, 
other than those that are clearly trifling, identified during the course of my normal audit 
work for which no adjustment has been made in the financial statements. 

20 I have identified a small number of these which, after consideration, management are 
not proposing to adjust in 2009/10 but will review in 2010/11. There are no unadjusted 
audit differences that are material to the financial statements. I have detailed them in 
Appendix 3 and they can be summarised as:  

• Debits and credits made to the Housing Revenue Account (HRA), including the 
split of interest payable between the HRA and the General Fund is determined by a 
statutory calculation known as the 'Item 8 Determination'. The Council makes an 
internal transfer to reflect the cost of borrowing between the General Fund and 
HRA, based upon the consolidated rate of interest. The Council has used an 
interest figure which represents the true cost of borrowing for the HRA to ensure 
that the costs are borne in the correct section of the financial statements.  
 
The Council's approach is not in line with the Government formula. The result is 
that the interest charge to the HRA is technically overstated by £0.305 million. 
However, the Section 151 officer is of the view that this is a true and fair view of the 
costs, on the basis that the Council's outstanding borrowing can be linked to HRA 
capital expenditure and it considers that it is right to charge additional interest to 
the HRA. In particular the use of the Government Formula would result in an 
interest rate of 0.42% being applied for internal borrowing compared with current 
borrowing costs of 4.25%.The issue was referred to in the Treasury Management 
Strategy to Cabinet and Council in February 2010.  
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Amending for this would reduce the charge to the HRA, i.e. tenants of Council 
dwellings, and increase the charge to the General Fund, i.e. increase the net cost 
of services which impacts on the Council Tax calculation. The requirement for the 
Council to use such a rate will terminate when External Borrowing matches the 
Capital Financing requirement in 2011/12 as referred to in the General Fund 
Budget report approved by Cabinet in February. 

• The Council has sold a small number of Council properties. The financial 
statements should reflect the gain or loss realised at the point of disposal. 
However, the transaction has been put through the accounts assuming that the 
valuation of the asset matches the capital receipt. This provides a £nil gain or loss 
(except for minor transaction costs).  
 
The Council should have written out the book value, calculating the gain or loss as 
the difference between the book value and capital receipt. For the sales made in 
2009/10, this difference should have been shown as a loss to the Income & 
Expenditure Account of £0.292 million. The loss is however written back out in 
arriving at the General Fund balance and there is no overall impact on the Income 
& Expenditure Account or Balance Sheet. 

21 Neither of these items is considered material to the opinion, and an unqualified opinion 
is proposed as this stage. 

22 I am required to bring these your attention so that you may consider amending the 
financial statements. If you concur with management, that these items are not 
significant to a users understanding of the accounts and would require undue use of 
time and resources to correct for the benefit gained, and decide not to adjust for these 
items, please set out your reasons in the representation letter. 

 

Recommendation 
R1 The Audit Committee is invited to consider the impact of the unadjusted 

misstatements in Appendix 3 of the external auditor's 2009/10 Annual Governance 
Report and either instruct management to amend the financial statements or, 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. 

Control environment and financial reporting 
23 I consider the non-numeric content of your financial reporting. Overall, I am satisfied 

that the control environment is adequate. However, I did identify some areas where 
improvements could be made to strengthen the controls in place. Table 2 contains the 
issues I wish to raise with you. 
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Table 2 Control environment issues 
 

Issue Finding 
Authorisation of journals - the Council systems 
currently do not have a control of authorisation. 
Authorisation prevents individuals being able to 
make inappropriate journals which may allow 
financial manipulation.  

I extended my testing to examine all material year 
end journals and did not find any journals which 
were inappropriate. On this basis I was able to 
conclude that the risk of financial manipulation does 
not provide a material error in the financial 
statements. Introducing a control for authorisation 
of journals, for example over a threshold, would 
strengthen the control environment.  

Register of and declaration of Interests - the 
Council systems should ensure that all interests, 
including Members and Officers, are disclosed in 
the Register of Interests and reviewed annually for 
the preparation of the accounts. 

The Council has put arrangements in place to 
strengthen their control around related party 
identification. However, not all members or officers 
had returned their annual declaration despite 
reminders being sent. I have undertaken 
substantive testing to ensure that there are no 
material related parties which have not been 
disclosed. However, the Council could strengthen 
their arrangements further by ensuring that all 
returns are received for 2010/11 or making a link 
between the Register of Interests and the Finance 
department.  

Collectability of old debt - The Housing rents 
system could not produce a report which 
exclusively showed how much of the 2009/10 
outstanding income balance was still outstanding at 
the date of our audit. The Council could not confirm 
how much of the debt had been received and how 
much was still outstanding.  

I performed some analysis of the debt and 
considered that the largest debts had been 
received. I also examined the level of cash received 
since the financial year end. I do not consider that 
this is an issue for my opinion. However, the 
Council could investigate if a report could be 
generated to support the collection of outstanding 
debt. 

Table 3 Financial reporting issues 
 

Issue Finding 
The Council is required to maintain accounting 
records for its assets. The SORP states that:  

• the balance on the Revaluation Reserve in 
respect of an asset disposal should be 
written off to the Capital Adjustment Account.
 

• Where a fixed asset is subject to 
depreciation, revaluation gains for the asset 
should also be written down so that they do 
not overstate the unrealised gains relating to 
the asset. 

The Council have not made an adjustment in the 
revaluation reserve for: 

• Assets which have been disposed of. For the 
Council houses disposed of no balance has 
been written out of the revaluation reserve - 
this balance has not been identified. 

• Excess depreciation - the Council should 
make an adjustment between the Capital 
Adjustment Account and the Revaluation 
Reserve. This adjustment has not been 
identified. 
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Issue Finding 
The Council is required to comply with the SORP 
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 2009/10 
SORP identified a number of areas where 
presentation or disclosure was not compliant. 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.  

 
Recommendation 
R2 Consider introducing an authorisation process for journals over a particular 

threshold.  

R3 Further strengthen the arrangements in place for identifying related party disclosures 
for the 2010/11 financial statements. 

R4 Consider whether the Housing Rents system can produce a report which will provide 
information on the aged debt outstanding and support income collection. 

R5 Consider the financial reporting of the revaluation reserve in relation to adjustments 
required to comply with the SORP. 

24 The content and format of the financial statements will change next year with the 
implementation of new requirements for the accounting for local government bodies in 
accordance with International Financial Reporting Standards (IFRS).  I am in an 
ongoing dialogue with officers of the Council regarding progress in addressing these 
requirements and have no issues to report to you at this time.  Given the significance 
of these changes this will bring to the content and format of the financial statements 
the Audit Committee may wish to satisfy itself that it will have the necessary skills and 
knowledge to fulfil its duties when approving the accounts in June 2011. I would be 
happy to assist the Council with this if you believe it would be helpful. 

Letter of representation 
25 Before I issue my opinion, auditing standards require me to ask you and management 

for written representations about your financial statements and governance 
arrangements. Appendix 4 contains the draft letter of representation.  

Independence 
26 As part of our ethics and independence policies, all Audit Commission staff annually 

confirm their compliance with our Ethics Manual. Our Ethics Manual is fully consistent 
with the requirements of the APB Ethical Standards. As a result, we have underlying 
safeguards in place to maintain independence through instilling professional values, 
communications, internal accountability, risk management and independent reviews. 
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27 I can confirm that there were no relationships giving rise to a threat to independence, 
objectivity and integrity. 

Audit fees 
28 The fee for the audit is £111,335 + VAT. There has been no change in the fee 

contained in my letter of April 2009 presented to the Audit & Governance Committee in 
May 2009. 
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Value for money 
I am required to decide whether the Council put in place satisfactory corporate 
arrangements for securing economy, efficiency and effectiveness in its use of 
resources. This is known as the value for money conclusion.  
29 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 my draft report. 

Value for money conclusion 
30 I assess your arrangements to secure economy, efficiency and effectiveness in your 

use of resources against criteria specified by the Audit Commission. I have shown my 
conclusions on each of the areas in Table 2 and summarised my findings in 
Appendix 5. 

Table 4 Authority's Performance Against Value for Money Criteria 
 

 Met 

Managing finances 

Planning for financial health Yes 
Understanding costs and achieving efficiencies Yes 
Financial reporting Yes 

Governing the business 

Commissioning and procurement Yes 
Use of information Yes 
Good governance Yes 
Risk management and internal control Yes 

Managing resources 

Natural resources Yes 
Workforce Yes 

31 Based upon the above I intend to issue an unqualified conclusion stating that the 
Authority had adequate arrangements to secure economy, efficiency and effectiveness 
in the use of resources. Appendix 1 contains my draft report. 
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Glossary  
Annual governance statement  
32 Governance is about how local government bodies ensure that they are doing the right 

things, in the right way, for the right people, in a timely, inclusive, open, honest and 
accountable manner. 

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

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

Audit closure certificate  
35 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 certificate. 

Audit opinion  
36 On completion of the audit of the accounts, auditors must give their opinion on the 

financial statements, including:  

• whether they give a true and fair view of the financial position of the audited body 
and its spending and income for the year in question;  

• whether they have been prepared properly, following the relevant accounting rules; 
and  

• for local probation boards and trusts, on the regularity of their spending and 
income.  

Qualified  
37 The auditor has some reservations or concerns. 

Unqualified  
38 The auditor does not have any reservations.  
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Value for money conclusion  
39 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. 
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Appendix 1 – Independent 
auditor’s report to Members of 
Cannock Chase District Council 
Opinion on the accounting statements 
I have audited the Authority accounting statements and related notes of Cannock Chase 
District Council for the year ended 31 March 2010 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 
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 
published by the Audit Commission in April 2008. 

Respective responsibilities of the Head of Financial Management and auditor 
The Head of Financial Management's responsibilities for preparing the accounting 
statements in accordance with relevant legal and regulatory requirements and the Code of 
Practice on Local Authority Accounting in the United Kingdom 2009: A Statement of 
Recommended Practice, are set out in the Statement of Responsibilities for the Statement 
of Accounts. 
My responsibility is to audit the accounting 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 give a true and fair 
view, in accordance with relevant legal and regulatory requirements and the Code of 
Practice on Local Authority Accounting in the United Kingdom 2009: A Statement of 
Recommended Practice, of 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 information I am aware of from my 
audit of the accounting 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. 
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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. 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 accounting statements give a true and fair view, in accordance 
with relevant legal and regulatory requirements and the Code of Practice on Local 
Authority Accounting in the United Kingdom 2009: A Statement of Recommended 
Practice, of the financial position of the Authority as at 31 March 2010 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.  

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 for specified by the Audit Commission and published in January 2009. 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. 
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Conclusion  
I have undertaken my audit in accordance with the Code of Audit Practice and having 
regard to the criteria for other local government bodies specified by the Audit Commission 
and published in January 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 ended 31 March 
2010. 

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       Date 
District Auditor 
(Officer of the Audit Commission) 
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Appendix 2 – Amendments to the 
draft accounts 
 
I identified the following misstatements during my audit and managers have made the 
necessary adjustments. I bring them to your attention to aid you in fulfilling your 
governance responsibilities. This table only includes the most significant items. I have 
provided the Head of Financial Management with a full list of amendments. 

Table 5  
 Income and 

Expenditure 
Account 

Balance sheet 

Adjusted 
misstatements 

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

Impairment of 
Council assets 

Reduction of the 
impairment for various 
reasons detailed in the 
report. The impairment has 
also been moved within net 
costs of services. 

£4,151k 
various 

(£4,151k) 
impairment 

  

Pension disclosure Disclosing the information 
in line with the actuary 
report. 

£1,282k 
I&E 

(£1,282k) 
SMGFB 
and STRGL 

  

Provisions Increase in the level of 
provisions and use of 
capitalisation direction. 

£1,144k 
BVACOP 
heading 

(£1,144k) - 
SMGFB 
(REFCUS) 

£(1,144k) 
CAA 

(£1,144k) 
provisions 
 
 

Debtors Including the Housing 
Benefit over-payments 
which are being reclaimed 
through future benefit. Due 
to the uncertain nature of 
this income, the Council 
has made a provision for 
these payments not being 
made. 

£354k  
bad debt 
provision 

(£354k) 
income 

£354k 
debtors 

(£354k)  
bad debt 
provision 
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Adjusted 
misstatements 

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

Depreciation Depreciation has been 
incorrectly charged on land 
and non operational 
investment properties 

£304k 
SMGFB 
 

(£304k) 
I&E 

£304k fixed 
assets 
depreciation 
 
£304k 
Revaluation 
reserve 

(£304k) 
fixed asset 
revaluations 
 
(£304k) 
CAA 

Mortgage 
repayments 

Correction of a journal for 
mortgage repayments 

  £18k 
Useable 
Capital 
Receipts 

(£18k) 
Deferred 
Capital 
Receipts 

 
The impairment entries in full are -  

Adjusted 
misstatements 

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

 Items incorrectly included 
within impairment total 

£2,212k 
SMGFB 
 

(£2,212k) 
impairment 

  

 Grant payments made to 
registered social landlords 
for affordable housing, 
coded to enhancements. 

£1,548k 
exceptional 
items 

(£1,548k) 
impairment 

£1,548k 
non 
enhancing 
expend 
 
£1,548k 
SMGFB 

(£1,548k) 
fixed asset 
enhanceme
nts 
 
(£1,548k) 
CAA 

 Adjustment to impairment 
and revaluations due to the 
accounting entries for 
written back depreciation. 
 

£391k 
SMGFB  
 

(£391k) 
impairment 

£391k fixed 
asset 
impairment 
 
£391k 
revaluation 
reserve 

(£391k) 
CAA 
 
 
(£391k) 
fixed asset 
revaluations 

 Balance of impairment 
(following corrections) 
moved to exceptional 
items. 
 

£6,593k 
exceptional 
items 
 
£499k S106 
grants write 
off 

(£6,593k) 
impairment 
 
 
(£499k) 
exceptional 
items 
income 

  

 

Disclosure issues 

Explanatory Foreword 
The Council has included a sentence to make it clearer that the information in the 
Explanatory Foreword is from the Monthly Monitoring Reports to Cabinet which are in 
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a different format and so it is not possible to reconcile it directly to the financial 
statements.  

Prior period adjustment 
The Council had correctly shown the numbers in relation to the prior period adjustment 
for Council Tax and NNDR. However, there were presentational issues which were 
amended to ensure that the transactions complied with the SORP 

Officer emoluments 
The Council had included information relating to pension contributions for two 
members of staff when they are not part of the Council's pension scheme. This has 
been amended.  

Operating Leases where the Council is the lessor 
The Council had failed to include a disclosure note in relation to this income. The 
income is shown within the Income & Expenditure Account, but the SORP requires 
separate disclosure to be made. A note has now been included. 

Cash 
The figure disclosed in Note 30 was found to be £31k overstated due to the bank 
reconciliation being undertaken as at 01 April 2010, rather than 31 March 2010. The 
cash figure shown on the Balance Sheet is not overstated and reflects the position as 
at 31 March 2010. 

Post Balance Sheet Events (PBSEs) 
We have requested that the Council include a note for PBSEs and make reference to 
the following events: 

• HM Treasury has changed the way public sector pensions will be increased, 
moving from the Retail Prices Index ('RPI') to the Consumer Prices Index ('CPI') as 
from April 2011. Historically, the CPI has usually been lower than the RPI. 
Therefore, the Council may see a reduction in FRS 17 liabilities.  

• Connaught Partnerships Limited went into receivership on 8 September 2010. The 
Council had social housing contracts with them for services. The Council are 
currently in the process of considering the implications of novating the contract to 
Lovell Partnership. The Council is still confirming the impact of Connaught's 
financial failure on them and will make appropriate disclosures. 

Trust Funds 
The Council has agreed to include additional disclosures in the financial statements to 
clarify the objectives of the Cannock Park Trust Fund.  

Statement of Recognised Gains and Losses 
Various amendments to reflect corrections in the financial statements elsewhere 
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Appendix 3 – Unadjusted 
misstatements in the accounts 
 
I identified the following misstatements during my audit, but following consideration, 
management has determined not to adjust the financial statements. I bring them to your 
attention to help you in fulfilling your governance responsibilities. If you decide not to 
amend, please tell us why in the representation letter. If you believe the affect 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 or make reference to this Appendix.  

Table 6  
 

Description of error 
 

Accounts affected Value of error 
£ million 

The loss on the disposal of fixed 
assets has not been calculated 
correctly using the difference 
between the book value and the 
capital receipt. As a result the 
disposals total taken to the 
Income and Expenditure account 
and then to the Capital 
Adjustment Account and the 
revaluation reserve entry are not 
correct.  

Capital Adjustment 
Account and Income & 
Expenditure Account 

£0.292 million 

Item 8 is not calculated correctly 
due to the consolidated rate of 
interest not being calculated in 
line with the statutory guidance 

Interest payable on 
General Fund and Housing 
Revenue Account 

£0.305 million 

Audit fees are understated as the 
Council did not accrue for the 
final invoice. Whilst this is a low 
value, it is above triviality and 
considered politically sensitive 
and so I have a duty to disclose 
this 

Income and Expenditure 
Account 

£0.009 million 
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Appendix 4 – Draft letter of 
representation 
 
To: Grant Patterson 
Audit Commission 
Opus House, Priestley Court, 
Stafford Technology Park, 
Beaconside, 
Stafford  
ST18 0LQ 
 
Cannock Chase District Council – Audit for the year ended 31 March 2010 
We confirm to the best of our knowledge and belief, having made appropriate enquiries of 
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 2010. 
We acknowledge our responsibility for preparing the financial statements in accordance 
with the Code of Practice for Local Authority Accounting in the United Kingdom, which 
present fairly the financial position and financial performance of the Authority, and for 
making accurate representations to you.  
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. 

Uncorrected misstatements 
I confirm that I believe that the effects of the uncorrected financial statements 
misstatements listed 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 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 Committee and Authority meetings have been made available to you. 
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Fair Values 
We confirm the reasonableness of the significant assumptions within the financial 
statements. 
Compensating Arrangements 
There are no formal or informal compensating balancing arrangements with any of our 
cash and investment accounts. 
Related party transactions 
We confirm the completeness of the information provided regarding the identification of 
related parties. 
The identity of, and balances and transactions with, related parties have been properly 
recorded and, where appropriate, adequately disclosed in the financial statements. 
Contingent liabilities 
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 that already 
disclosed in the financial statements; 

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

• no financial guarantees have been given to third parties. 
Law, regulations and codes of practice 
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. 
In all material respects, the expenditure and income disclosed in the financial statements 
has been applied to purposes intended by Parliament and the financial transactions 
conform to the authorities, which govern them. 
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.  There has 
been no non-compliance with the requirements of regulatory authorities that could have a 
material effect on the financial statements in the event of non-compliance. 
Irregularities 
We acknowledge our responsibility for the design and implementation of internal control 
systems to prevent and detect error. 
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; 

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

We have no knowledge of fraud, or suspected fraud, which could have a material effect on 
the financial statements. 
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Post balance sheet events 
Since the date of approval of the financial statements by Members of the Council no 
additional significant post balance sheet events have occurred, which would require 
additional adjustment or disclosure in the financial statements. 
 
Signed on behalf of Cannock Chase District Council 
 
Name 
 
Position   Chair of Audit & Governance Committee  Head of Financial 
Management 
 
Date  
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Appendix 5 – Value for money criteria 
 

40 The following tables summarise the key findings and conclusions for each of the VFM themes. 

Managing finances 
 

VFM criterion met Yes  

Key findings and conclusions 
The Council has a 3 year medium term financial strategy (MTFS) which is updated on an ongoing basis as part of the budget setting process. The Council 
produces a consultation budget. This was reported to Cabinet conference in Jan 2010 and a number of the proposals were incorporated into the shadow 
cabinet’s alternative budget. The final budget approved by the Council was for an increase in Council Tax of 2.8%. The Council has reviewed its policy in respect 
of the minimum level of reserves as part of the MTFS and in setting the 2010/11 budget. The recommendations are underpinned by a detailed risk assessment 
for various expenditure categories with an additional element of general contingency.  
The Council has an adequate understanding of its costs and is working to understand what costs it incurs, including in relation to support services, the main cost 
drivers and factors that influence these. Finances have been tight in recent years and it has worked on its cost base to see where it can make savings to create a 
sustainable budget. However, it has not provided evidence of how it regularly benchmarks its costs against others. There is a mixed picture on how the Council 
performs when cost is compared to performance. The Council considers the ‘whole life cost’ of large scale building projects and in long-term contracts.  
Decision-making and commissioning is based on an understanding of costs and performance. There is evidence of resources following priorities.  
The Council has developed an approach to target opportunities for improved Value for Money. Principles were built into the business planning template for 
2009/10.  All services were required to assess their services over 4 key areas – cost, performance, quality and use of resources. The VFM profiles show that 
some services provide good value for money. However, as raised above there are serious concerns regarding the VFM of the leisure service. 
The Councils performance development framework identifies the process for reporting against the Councils priorities. The combined performance and finance 
reports to scrutiny committee on a quarterly basis include an overall summary and detailed financial and performance information for each area and an overall 
financial review of volatile budgets for the Council. The Council places emphasis on budget holders to be responsible for budget management. Accountants 
identify significant issues in relation to their service areas to feed in to the overall budget management carried out by the S151 officer. 
The Council manages a detailed closedown timetable with supporting guidance, and this enables them to produce the statement of accounts by the deadline of 
30 June. The accounts were approved by the Audit & Governance Committee before 30 June. The accounts are supported by adequate working papers. 
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Governing the Business 
 

VFM criterion met Yes  

Key findings and conclusions 
The Council has a vision of intended outcomes for local people and a good understanding of local need. The State of Cannock Chase report provides a good 
analysis of the area. The Council demonstrates a sound level of engagement with the local community through comprehensive budget consultation. However, 
cannot be sure that the most vulnerable are the proper focus of the Council's work. 
The Council engages with customers to understand their needs and shape services and procurement to meet them. The Council has identified and implemented 
new ways of delivering services. It has also improved its approach to procurement.  
The Council has ensured that it produces data of good quality and our spot checks have not given rise to any concerns over the data that was produced in 
2009/10. A data quality policy/strategy has been drafted, based on the six key characteristics of data quality, setting out different levels of accountability.  
An adequate performance management system is in place with a 'golden thread' from the corporate plan, through service delivery to individual objectives. As a 
result, service delivery in most areas is improving. Elected members are actively involved in performance management of the Council’s and wider partnership 
priorities through the quarterly Scrutiny Committee. However, many actions relating to the corporate improvement plan have not been delivered. There is no 
improvement plan in place following the IDEA review which raises concerns that the Council has not taken full benefit from this assessment. Member weaknesses 
were identified in the IDEA report. The Cabinet and opposition met to discuss differences but this has not been followed up. There have been several moves 
across party in recent months and this has caused a feeling of disenfranchisement. 
The Council has a clear vision of intended outcomes with clear priorities to improve the quality of life for local people. However, it lacks good strategic leadership. 
Accountability is not in place at a senior level to sustain purpose and vision. The delivery of corporate priorities requires strong partnership working and the will 
and openness is there to achieve this. However, political leadership was provided in 2009/10 by a coalition between the Conservatives and Liberal Democrats 
which made robust decisions that have long-term impact difficult. 
The governance arrangements are underpinned by Codes of Conduct for both Members and Employees and a Member and Officer Relations Protocol. The 
Councils constitution outlines the roles and responsibilities of Cabinet, Scrutiny and committees. 
The Council has good working relationships with its Local Strategic Partners and has agreed an LSP governance framework.  At a District level, a more localised 
framework was adopted for the Chase Community Partnership Strategic Board, but there is insufficient capacity to drive important agendas. The County LSP has 
agreed to prioritise locality working in Cannock Chase and are adding capacity to tackle the difficult, long-term issues of worklessness and health inequalities.  
There have been no significant changes to the Council’s risk management arrangements during 2009/10. Adequate arrangements are in place to manage 
Cannock Chase District Council’s risk. The Business Continuity Management Programme has progressed with plans in place which identify critical functions and 
set out recovery plans to maintain key services under various scenarios. The Council has an Anti-Fraud and Corruption Policy and a Whistleblowing Policy both 
of which are available on the intranet.  Both policies have recently been reviewed and are to be consolidated into a Confidential Reporting Framework.  
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Managing Resources (the Natural Resources element only for 2009/10) 
 

VFM criterion met Yes  

Key findings and conclusions 
This is a new requirement for 2009/10. Although it is at an early stage of producing a strategy, Cannock Chase District Council has managed its impact on the 
environment through energy use in buildings for a long time, understands and can quantify its use of natural resources and can identify the main influencing 
factors. The Council is in the early stages of developing a strategy to reduce its own use of natural resources and its impact on the environment and has an 
understanding of its main resource use areas, primarily the civic offices, leisure centres, the theatre and the Hawks Green Depot. The Council engages staff to 
gain understanding, commitment and ownership of the organisation’s environment agenda. 
The Council is committed to manage its performance to reduce its impact on the environment. It has been supported in this by Dalkia energy management over 
the last 15yrs to manage energy consumption in its large buildings and the leisure centre, particularly the pool. The review of the Chase Leisure Centre has been 
completed and work is in progress to implement the recommendations made. This equates to a reduction in carbon emissions of 53.6 tonnes CO2. 
The Council also works to reduce carbon emissions in its housing stock. This has involved isolated lofts and re-rendering work. The Council has fairly energy 
efficient housing stock for people living on income based benefits.  
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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 2009/10 - Recommendations 

11 R1 The Audit Committee is invited to 
consider the impact of the unadjusted 
misstatements in Appendix 3 of the 
external auditor's 2009/10 Annual 
Governance Report and either instruct 
management to amend the financial 
statements or, 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. 

3 Head of 
Financial 
Management 

Yes Audit and Governance are to 
consider the impact at its 
meeting on the 27/09/10.  

September 
2010 

13 R2 Consider introducing an authorisation 
process for journals over a particular 
threshold. 
 
 
 
 

2 Head of 
Financial 
Management 

Yes The current process is 
considered valid and provides 
VFM however procedures and 
practices will be reviewed as 
part of harmonisation 
procedures with Stafford 
Borough for Shared Financial 
Services/ Systems  

March 
2011 
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Page 
no. 

Recommendation Priority 
1 = Low 
2 = Med 
3 = High 

Responsibility Agreed Comments Date 

13 R3 Further strengthen the arrangements in 
place for identifying related party 
disclosures for the 2010/11 financial 
statements. 
 
 
 
 

1 Head of 
Financial 
Management 

Yes Although no major issue arose 
for 2009-10 the Related Party 
disclosure process will be 
reviewed on an annual basis 
in advance of the following 
years closedown programme 

March 
2011 

13 R4 Consider whether the Housing Rents 
system can produce a report which will 
provide information on the aged debt 
outstanding and support income 
collection. 

1 Head of 
Financial 
Management 

Yes Subject to system and Value 
For money constraints  

December 
2011 

13 R5 Consider the financial reporting of the 
revaluation reserve in relation to 
adjustments required to comply with the 
SORP. 
 
 

2 Head of 
Financial 
Management 

Yes The reporting will be reviewed 
as part of the implementation 
project plan for International 
Financial Reporting Standards 

December 
2011 



 

 

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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