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Key messages 
 
This report summarises the findings from my 2010/11 audit. My audit comprises two elements:  
■ the audit of your financial statements; and  
■ my assessment of your arrangements to achieve value for money in your use of resources. 
 

Key audit risk Our findings 

Unqualified audit opinion  

Proper arrangements to secure value for money  

Audit opinion and financial statements 
1 The changes arising from the introduction of International Financial 
Reporting Standards (IFRS) impacted upon both the Council’s 
preparation and my audit of the accounts.  

2 The proactive approach adopted by the Council ensured that it met 
that challenge successfully with no material errors in the financial 
statements. I was therefore able to issue an unqualified opinion and 
certificate on 30 September 2011.  

3 The documentation and working papers supporting the accounts 
were of a good standard, as they have consistently been in previous 
years. 

Value for money 
4 On 30 September 2011, I issued an unqualified value for money 
conclusion stating that the Council had proper arrangements to secure 
economy, efficiency and effectiveness in your use of resources.  
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Current and future challenges  
Economic downturn and pressure on the public sector 

5 The economic downturn is placing increasing pressure on the public sector as a whole. This is reflected in the: 
■ challenging Comprehensive Spending Review settlement; 
■ increasing demand for key services; and 
■ reduced ability of members of the public to pay for services. 

6 In addition there are challenges arising from possible boundary changes and the increased level of pension costs arising from the triennial 
revaluation and changing assumptions regarding pensionable employees. Taken together, these challenges will put increasing pressure on the 
Council’s finances.  

7 So far the Council is well-placed to meet these challenges, further commentary is provided in the assessment of financial resilience in the value for 
money section below. 

Joint arrangements/shared services 

8 Central Government has identified joint arrangement and shared services as a key element in councils reducing their overall costs. The Council has 
a track record of partnership working with a range of public, private and voluntary sector bodies. There are recent examples to show that this approach 
is being continued. 

Localism Bill 

9 This Bill is expected to receive Royal Assent in early 2012 to allow the Housing Revenue Account self financing proposals (which is irrelevant to the 
Council) to proceed. However, the Bill has far reaching implications for local authorities including: 
■ granting of a ‘general power of competence’, to provide councils with the legal power to do what is not specifically prohibited; 
■ new rights and powers for communities. These include: 

− ‘community right of challenge’ – would allow voluntary and community groups to express an interest in taking over and running local authority 
services; and 

− ‘community right to buy’ – local authorities to hold a list of community value assets and if wish to dispose of community groups must be allowed 
time to put together bids and finance; and 
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■ planning system reforms including changes to the community infrastructure levy with a proportion going to neighbourhoods affected by the 
developments. 

10 The full implementation of the provisions of the Bill will have significant service provisions and hence budgetary implications for the Council.     

Welfare reform 

11 The Welfare Reform Bill was introduced in Parliament in February 2011. The Bill means significant changes to the welfare system. It provides for 
the introduction of a 'Universal Credit' to replace a range of existing means-tested benefits and tax credits for people of working age, starting from 2013. 
These include Housing Benefit and Council Tax Benefit, which are administered by councils. The Bill follows the November 2010 White Paper, 
'Universal Credit: welfare that works', which set out the Coalition Government’s proposals for reforming welfare to improve work incentives, simplify the 
benefits system and tackle administrative complexity. 

12 Besides introducing Universal Credit and related measures, the Bill makes other significant changes to the benefits system. The changes that 
specifically affect councils include: 
■ restriction of Housing Benefit entitlement for social housing tenants whose accommodation is larger than they need;  
■ up-rating of Local Housing Allowance rates by the Consumer Price Index; and 
■ capping of the total amount of benefit that can be paid. 

13 The Government has yet to confirm the detailed timescale over which the full move from the existing Housing Benefit and Council Tax Benefit 
systems to the Universal Credit will take place. However, it is clear that this will have significant operational and resource implications for the Council.  

14 More recently the Coalition Government released a consultation paper on local support for council tax. This stated that council tax support would 
not form part of Universal Credit and would remain a local authority responsibility. The paper also set out the need for a 10 per cent cut in the existing 
level of support.  

Treasury management 

15 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 2011. 

16 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.  
£0.343 million of this loss was reversed in 2010/11 due to improved recovery rates on the investments. 

17 The impairments and therefore expected losses for Glitner and Landsbanki are based on Local authorities being granted preferential creditor 
status. This status has been subject to legal dispute but has now been upheld by the Icelandic Supreme Court. 
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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. 

Overall conclusion from the audit 
18 The Council’s financial statements were published on the Council website on the 30 September statutory deadline. I issued my audit report 
including an unqualified opinion on the financial statements on 30 September 2011 and this opinion is included in the financial statements that the 
Council has published on its website.   

19 Management provided good working papers to support the financial statements and this allowed my team to perform the audit work in good time to 
meet the audit deadline.  

20 I reported the findings of my audit to the Council’s Audit Committee at its meeting of 30 September 2011. Despite being the first year that the 
Council had to report its accounts under International Financial Reporting Standards (IFRS), I reported that my audit had identified no issues of 
significance which required being brought to their attention. This is a very good achievement given the complexities involved with preparing accounting 
entries for the first time in line with IFRS.  

Significant weaknesses in internal control  
21 I did not identify any significant weaknesses in your internal control arrangements.  
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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. 
22 I assess your arrangements to secure economy, efficiency and effectiveness in your use of resources against two criteria specified by the  
Audit Commission. My overall conclusion is that the Council has adequate arrangements to secure, economy, efficiency and effectiveness in its use of 
resources.  

23 My conclusion on each of the two areas is set out below. 

Value for money criteria and key messages 
 

Criterion Key messages 

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

The leadership team has a good understanding of the current financial position and the potential 
future implications, with a focus on the longer term position. The medium- to long-term financial 
strategy, current financial position and likely financial challenges are effectively communicated to 
staff and external stakeholders. 
The Council does not make regular use of reserves to balance budgets, although there are 
significant levels of general and usable reserves to use should the need arise. The Council has 
various income sources and a good understanding of their sensitivity to economic changes. 
Financial risks are well managed with consideration of the longer term implications. In-year 
forecasting is accurate and there is no evidence of significant unexpected budget under-spends 
or overspends in the last two years. 
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Criterion Key messages 

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

Strong leadership from officers and members ensures resources are prioritised and a good focus 
on controlling spending. 
The Council promotes active consultation with stakeholders to help decide local priorities. These 
priorities are linked to wider county and national issues, and are regularly checked to ensure that 
they still reflect local needs. 
Members are provided with relevant information to make informed decisions. The Council has a 
good understanding of costs and how these relate to performance. It has strengthened its use of 
benchmarking. Reports to Committees include options and cost information to inform decision 
making. 
The Council is prepared to explore longer term options to secure reductions, for example shared 
services with other providers and the shared Chief Executive and senior management team with 
South Holland DC. 
Decisions are made to consider the potential wider impact of cost reductions, for example on 
other service areas and the service users. 
The Quarterly Governance Reports detail how well the Council is using its resources to deliver 
value for money. It has strengthened its use of benchmarking. It is now receiving more targeted 
benchmarking data from a specialist provider that enables it to assess service costs and 
performance compared to those secured by similar councils.   
The new sustainable procurement and commissioning strategy (SPCS) strengthens and 
formalises the approach to the supply market. The SPCS shows the readiness to use various 
procurement and commissioning methods to secure value for money. A robust approach to 
service redesign continues to seek greater efficiency and customer focus. 
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Closing remarks 
24 I have discussed and agreed this letter with the Chief Executive and the Assistant Director (Finance). I will present this letter at the Audit Committee 
on 3 February 2012 and will provide copies to all board members. 

25 Further detailed findings, conclusions and recommendations in the areas covered by our audit are included in the reports issued to the Council 
during the year. 
 

Report Date issued 

Audit Fee Letter April 2010 

Certification of claims and returns – annual report March 2011 

Audit Opinion plan March 2011 

Annual Governance Report September 2011 

Auditor's report giving the opinion on the financial statements and value for money conclusion October 2011 

Annual Audit Letter December 2011 

The Council has taken a positive and constructive approach to our audit. I wish to thank the Council staff for their support and co-operation during the 
audit. 

 

Rob Murray 
District Auditor 

November 2011 
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Appendix 1 - Fees          
 

 Actual  Proposed Variance 

Scale fee £102,600 £102,600 - 

Total £102,600 £102,600 - 
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Appendix 2 - 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 financial statements, I must give my opinion on the financial statements, including:  
■ whether they give a true and fair view of the financial position of the audited body and its spending and income for the year in question; and  
■ whether they have been prepared properly, following the relevant accounting rules.   

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. 

Financial statements 

The annual accounts and accompanying notes. 

International Financial Reporting Standards (IFRS) 

Guidelines and rules set by the International Accounting Standards Board (IASB) that companies and organisations can follow when compiling financial 
statements. The creation of international standards allows comparison of financial statements with greater ease. 

 



 
Impairment 

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

Opinion  

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

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 resources based on criteria specified by the Audit Commission.  

If I find that the audited body had adequate arrangements, I issue an unqualified conclusion. If I find that it did not, I issue a qualified conclusion. 
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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 2011. 
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.  
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