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

This report summarises my findings from the 2009/10 
audit. My audit comprises two parts:  
 the audit of your financial statements (pages 3 and 

4); and  
 my assessment of your arrangements to achieve 

value for money in your use of resources (pages 5 
to 7). 

Audit opinion and financial statements 
1 I gave an unqualified opinion on the Council's financial statements. I did 
not identify any significant issues from the audit.  

Value for money 
2 I assessed the Council's arrangements for securing economy, efficiency 
and effectiveness in its use of resources as satisfactory. I issued an 
unqualified value for money conclusion.  

Audit fees 
3 I charged extra audit fees of £4,500 to ensure the Private Finance 
Initiative transactions were accounted for in accordance with the Statement 
of Recommended Practice. Appendix 1 provides more details. 

Current and future challenges 
4 The economic environment continues to have a significant impact on 
councils, with significant spending cuts announced in the governments 
spending review. The Council is responding to these changes by seeking 
opportunities for joint working with other local authorities and envisages that 
this will allow financial savings and greater efficiencies.   
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Financial statements and annual governance 
statement 

The Council's financial statements and annual 
governance statement are an important means by 
which the Council accounts for its stewardship of 
public funds. 
I gave an unqualified opinion on the Council's 2009/10 
financial statements on 27 September 2010, within the 
statutory target date.  

Overall conclusion from the audit 
5 I did not identify any significant issues from the audit or any significant 
weaknesses in your internal control arrangements. 

6 Officers provided improved working papers to support the financial 
statements, which helped my audit and reduced requests for extra 
information.  

7 I identified some non-trivial errors within the main financial statements 
and other text and disclosure errors and inconsistencies during my audit. 
These errors were all agreed and amended by officers.   

Treasury management 
8  The Council had £12 million invested in three Icelandic banks when 
they collapsed in October 2008. The financial statements showed the 
Council expected to recover £8.1 million based on the latest information 
available at the time it published its accounts in September 2010. 

9 The Council was granted a capitalisation direction allowing the expected 
loss of £3.9 million to be treated as a capital charge in 2009/10. 

10 The impairments and therefore expected losses for Glitner and 
Landsbanki are based on Local authorities being granted preferential 
creditor status. The Council has disclosed the bank's winding-up board 
disagree that Local authorities have preferential status, the status of these 
investments will be decided by Icelandic courts and is unlikely to be known 
until 2011/12. 
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11 If Local authorities are not judged to have preferential status, then for 
Glitner the recoverable amount reduces from 100 per cent to 29 per cent 
(roughly £1.4 million of the carrying amount disclosed). For Landsbanki the 
recoverable amount reduces from 94.86 per cent to 38.19 per cent (roughly 
£2.8 million of the carrying amount disclosed). 

International Financial Reporting Standards 
12 As reported in my last audit letter, local government will introduce 
International Financial Reporting Standards (IFRS) in the 2010/11 financial 
statements.  

13 Successful implementation of IFRS will testify to the ability of local 
government to manage a major change in its financial arrangements. 
Failure, on the other hand, could result in late or qualified opinions on 
accounts and will reflect badly on the reputation of individual authorities and, 
potentially, the sector as a whole. 

14 I have checked the Council's progress in implementing IFRS and 
presently it is on track to prepare IFRS-compliant accounts. The Council 
continues to make good progress, demonstrated by the recent completion of 
their restated comparative figures for 2009/10. This work will help them to 
identify the areas they need to address as they move closer to the final 
stages of IFRS implementation. 

15 The Council's Audit committee has a key role to play in this process and 
are well placed to challenge the progress of IFRS implementation. I would 
encourage the Council to continue to discuss with us emerging IFRS issues. 
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Value for money  

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

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

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

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

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

 

Criteria Adequate 
arrangements? 

Managing finances

Planning for financial health Yes 

Understanding costs and achieving 
efficiencies 

Yes 

Financial Reporting Yes 

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 

Strategic asset managementi  - 

Workforceii  Yes 

 

21 I issued an unqualified conclusion stating the Council had satisfactory 
arrangements to secure economy, efficiency and effectiveness in its use of 
resources.  

22 Appendix 2 summarises my key findings and conclusions for the three 
themes. 

 

i Not assessed in 2009/10 
ii Assessment brought forward from 2008/09 
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Approach to local value for money work from 2010/11  
23 Given the scale of pressures facing public bodies in the current 
economic climate, the Audit Commission has been reviewing its work 
programme for 2010/11 onwards. This review has included discussions with 
key stakeholders of possible options for a new approach to local value for 
money (VFM) audit work. The Commission aims to introduce a new, more 
targeted and better value approach to our local VFM audit work.  

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

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

Economic downturn and pressure on the public sector 
26 The economic downturn and the international banking crisis have 
impacted on public finances over the last two years, most notably for the 
Council on treasury management. While investments continue to be made 
with high quality counterparties, following the approach set out in Council's 
revised treasury management strategy and policy, returns remain low. 

27 The government's spending review aims to achieve efficiency and value 
for money and challenge local authorities to fundamentally change the way 
that services are provided so more power lies in the hands of individuals 
and front-line professionals. Recent policy announcements include: 
■ the end of ring-fencing to many local government grants from 2011/12; 
■ changes in financing rules which will allow local authorities to borrow 

against future increases in business rates; 
■ reforms to the planning system, with a New Homes Bonus introduced to 

promote housing supply; 
■ proposals for elected mayors being subject to local referendums; and 
■ public Service Agreements being replaced by a Transparency 

Framework 

28 Significant cuts in government grant of 7.1 per cent per year up to 
2014/15 and rising demand pressure on local services could lead to a 
funding gap. I will review, as part of my value for money work, how the 
Council will secure financial resilience and prioritises resources during this 
challenging period.   

Future developments  
29 The Council recently appointed a joint Chief Executive with South 
Holland District Council to make financial savings ahead of the 
comprehensive spending review. It is expected that an integrated joint 
management team will soon be in place and that more opportunities will be 
identified to make services more efficient.   
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Closing remarks 

 
30 I have discussed and agreed this letter with the Chief Executive and the 
Head of Finance. I will present this letter at the Audit Committee on 14 
January 2011 and will provide copies to all Members. 

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

 

Report Date issued 

Audit opinion plan March 2010 

Annual governance report September 2010 

Auditor's report including the 
value for money conclusion 

September 2010 

Annual audit letter November 2010 

 

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

 

 

 

 

Rob Murray 
District Auditor 

November 2010    
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Appendix 1 – Audit fees 

 

 Actual Proposed Variance 

Financial statements and annual 
governance statement 

£69,840 £65,340 £4,500 

Value for money £28,945 £28,945 £0 

Whole of government accounts £2,525 £2,525 £0 

Total audit fees £101,310 £96,810 £4,500 

 

Audit fees were higher than expected because of extra audit work required 
to ensure the accounting treatment of the Private Finance Initiative scheme 
followed the Statement of Recommended Practice. The changes to the 
Statement of Recommended Practice for Private Finance Initiative and 
similar contracts were not known at the time the audit fees were proposed in 
April 2009.  
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Appendix 2  - Value for money  

Theme summaries 

Managing finances

The Council’s integrated financial planning contributes to achieving 
priorities. The Council has a consistent record of performing within budget 
while achieving service delivery. Resources are assigned in line with 
priorities and reserves modelled to show their impact on the Medium 
Term Financial Strategy. The Council exceeded its 2009/10 planned 
efficiency savings and has a well managed capital programme. The 
Council continues to reinforce the importance of financial planning and 
encourages challenge.  
The Council has a good understanding of costs and performance. The 
Council has strengthened its use of benchmarking, and its approach to 
ensuring that partnerships are cost-effective. A working group ensures 
delivery of the capital programme costs, timing and outcomes. Resources 
are reallocated to meet changing needs. To better manage strategic 
contracts the Strategic Contracts and Procurement Manager moved from 
the Financial Services team into the Performance team.  
Monthly budget monitoring and forecasting information is reliable, relevant 
and understandable. It identifies variances and prompts any action 
required to address them. Quarterly Governance Reports detail how well 
the Council is using its resources to deliver value for money as well as 
better and sustainable outcomes for local people. The Council’s accounts 
comply with statutory requirements. The Council has identified key issues 
in introducing International Financial Reporting Standards (IFRS) and 
has plans in place to address them.  

Governing the business

The Council has clear priorities, based on consultation, linked with wider 
county and national issues and regularly checked to ensure that they still 
reflect local needs. It works with local businesses, understands the supply 
market and is ready to procure services from various sources. It has 
undertaken participatory budgeting and secured feedback from the public 
on how key projects are meeting local needs. A robust approach to 
service redesign continues to seek greater efficiency and customer focus. 
The new sustainable procurement and commissioning strategy 
strengthens and formalises the approach to the supply market. It has 
continued its focus on achieving VFM, with the lowest council tax level 
and no increase for 2010/11. 
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Theme summaries 

Cost information helps inform decision making and financial and 
performance information is tailored to suit the recipients. A robust 
performance monitoring and management framework underpins effective 
performance monitoring of contracted services, although there was no 
evidence that weaknesses in partnerships have been addressed. The 
new Data Quality strategy strengthens the Council’s approach, and that of 
partner organisations, to ensuring data quality. 
In 2008/09, the Council showed it had all appropriate procedures in place 
and generally effective working relationships. There has been stronger 
evidence of challenge to the Executive from non-portfolio councillors. 
Councillors have the training and knowledge that they need to carry out 
their duties. Annual delivery plans translate the business plan into action 
for the forthcoming year. Strengthened arrangements underpin 
partnership governance. Key internal control systems and strengthened 
risk management arrangements are in place, including an updated Risk 
Management Strategy and Methodology. 

Managing resources

A recently updated Environmental strategy 2008-2013 is in place. Clear 
baselines show a developing understanding of the impact of Council 
operations on natural resources. The Council is engaging well with staff 
through several initiatives. 
The Council is aware of where its major CO2 impact is, leisure centres 
and contract vehicles. The Council has set CO2 reduction targets with 
some cuts achieved through changed refuse vehicle routes. A move 
towards more paperless working and environmental consideration is an 
evaluation factor in procurement. It is at the early stages of ensuring 
environmental protection of Council-owned areas. 
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Appendix 3 – Glossary 

Annual governance statement  

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

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

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

Audit opinion  

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

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

accounting rules. 

Auditor's report 

The report made by the auditor containing the audit opinion, value for 
money conclusion and audit closure certificate. 

Capitalisation direction 

As part of the capital financing system in Local Government, the Secretary 
of State is given powers to provide these directions. The effect of a direction 
is that specified revenue expenditure becomes treated as capital 
expenditure, so that instead of having to be charged to revenue, it may be 
funded from capital sources (e.g. borrowing or capital receipts), thereby 
increasing an authority’s financial flexibility. 

Counterparty 

Is a party to a contract. A counterparty is usually the entity with whom one 
negotiates on a given agreement, and the term can refer to either party or 
both, depending on context. 

Financial statements  

The annual accounts and accompanying notes.  
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Impairment 

A special, nonrecurring charge taken to write down an asset with an 
overstated book value. 

International Financial Reporting Standards 

Guidelines and rules set by the International Accounting Standards Board 
that companies and organisations follow when compiling financial 
statements. 

Public Finance Initiative 

A particular form of Public Private Partnership by which a public sector 
organisation contracts with a private sector entity to construct a facility and 
provide associated services of a specified quality over a sustained period. 

Qualified/Unqualified  

The auditor has some reservations or concerns/The auditor does not have 
any reservations. 

Ring Fencing 

The allocation of funding (usually grants) for a specific expenditure purpose. 

Statement of Recommended Practice 

Are recommendations on accounting practices for specialised industries or 
sectors (such as Local Government). They supplement accounting 
standards and other legal and regulatory requirements because of the 
special factors prevailing or transactions undertaken in a particular industry 
or sector. 

Treasury Management 

Treasury management includes management of an organisation's holdings 
in and trading in various investments and loans and the associated financial 
risk management. 

Value for money conclusion  

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

 

 

 

 

 

 

 

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

 

 

 

Audit Commission 

1st Floor 
Millbank Tower 
Millbank 
London 
SW1P 4HQ 

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