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

Key audit risk Our findings 

Unqualified audit opinion        

Proper arrangements to secure value for money         

Audit opinion and financial statements 
■ A full set of accounts that complied with new international standards 

was presented for audit by the deadline, with supporting working 
papers. 

■ There was one misstatement in the accounts that the Council 
decided not to adjust. 

Value for money 
■ The Council's performance continues to improve and it has 

arrangements in place to manage financial risks and improve value 
for money. 

■ Robust budget plans have been approved and ‘Fit for Future’ is in 
progress to deliver financial savings and service improvements. 

■ Longer term financial planning could support achievement of the 
Council’s priorities. 

 

 



Current and future challenges  
  

Economic downturn and pressure on the public sector – 
reducing costs while maintaining services 

Like many local authorities, the Council is facing reduced levels of grant funding, and 
has frozen its council tax for 2011/12. In recognition of this, the Council’s Medium 
Term Financial Strategy includes savings over £30 million in 2011/12, with further 
large reductions in the following year. The Council is also using some of its reserves 
to support spending levels. This will allow completion of its Fit for Future programme 
and PACE reviews, identifying efficiencies and service improvements. Whilst the 
general and earmarked reserves (excluding schools balances) reduced from  
£66 million at the end of March 2010 to £39 million at March 2011, plans address the 
need to hold a prudent level of reserves going forward. 
Savings plan include significant staff reductions. 850 staff have already left under the 
voluntary redundancy scheme. It is a challenge to ensure that service reviews keep 
pace with the rate and location of staff changes. 

Treasury management – safeguarding the Council’s resources The Council now expects to recover more than 90 per cent of its investment with 
Heritable Bank. Over 60 per cent has already been repaid. The Council is active in its 
Treasury management, investing in what it considers low risk banks for a short-term. 
Borrowing to support the capital programme is being delayed because of interest rate 
levels. 

Changes to the local government regime – Housing Revenue 
Account (HRA) and schools 

The Council has already considered the potential implications for its HRA of the 
changes. It will result in the end of the current annual negative subsidy payments by 
the Council to government. It will be replaced by a one-off repayment of debt and a 
move to a self-financing system where housing rents will be retained locally.  
Several of the Council’s schools are expected to achieve academy status later this 
year. This could have financial consequences for the Council, in terms of grant and 
income from services provided to those schools which may no longer be wanted. The 
Council is carrying out a PACE review of service to schools, to ensure full costs are 
being recovered. 

 



Financial statements and 
annual governance statement   
The Council's financial statements and annual governance statement are an important means by 
which it accounts for its stewardship of public funds. 

Overall conclusion from the audit 
The Accounts Committee approved the Council’s financial statements on 30 September and I gave an unqualified opinion on the same day. 

The financial statements presented for audit were of good quality, they largely complied with the new requirements of International Financial Reporting 
Standards (IFRS) and officers have once again been helpful in dealing with the audit and with our queries. Some amendments to the draft accounts 
were agreed with officers as a result of our audit work. The Council did not adjust the financial statements to account for some £5 million voluntary 
redundancy costs approved after March 2011. These costs are included in the 2011/12 accounts.  

I considered aspects of your accounting practices, policies and estimates and financial statements disclosures. There were no significant issues to raise 
with the Council. 

Significant weaknesses in internal control  
I did not identify any significant weaknesses in internal control arrangements.  

 



Value for money 
I considered whether the Council is managing and using its money, time and people to deliver 
value for money. I assessed performance against the criteria specified by the Audit Commission 
and have reported the outcome as the value for money (VFM) conclusion. 
I assess your arrangements to secure economy, efficiency and effectiveness in your use of resources against two criteria specified by the  
Audit Commission. My overall conclusion is that the Council has adequate arrangements to secure, economy, efficiency and effectiveness in its use of 
resources.  

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. 
 

Criterion met 
Budget information is produced on a timely basis and is monitored by budget holders, senior 
managers and members. Corrective action is identified and action plans developed to address 
issues. A strong internal control environment has been built up.  
The Medium Term Financial Strategy supports and is aligned with the corporate plan and 
strategic vision. Both the Plan and Strategy were updated in 2011. A comprehensive and 
balanced budget was set, which included realistic savings plans. Financial management could be 
further improved by planning on a longer basis, perhaps five to ten years rather than the three 
years covered by the current Strategy, and making more use of financial modelling. 
 
 
 
 



Criterion Key messages 

At 31 March 2011 the Council held £15.994 million in its General Reserve (excluding schools 
balances) and £23.1 million in earmarked reserves. This is £27.6 million less than a year earlier. 
Use of reserves was planned, including funding voluntary redundancies as part of achieving 
longer term budget reductions. 2011/12 and future plans include further use of reserves to 
support expenditure while the Fit for Future Programme is implemented. It is recognised that 
using reserves is not a long term solution and that reductions in spending need to be delivered. 
This is being proactively managed. 
The three year Medium Term Financial Strategy sets out clear assumptions, supporting Council 
priorities. There is extensive consultation with the public and members are engaged in the 
process. The impact of the current economic climate is reflected both in the Strategy and in other 
plans, such as the Council's ten-point plan to support local businesses. Some scenario planning 
has been undertaken, to reflect expected reductions in grant funding but this has been limited 
because of the uncertainty around grant funding. 

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. 

Criterion met 

The Council and its partners reviewed Vision 2030, following extensive consultation, to take 
account of changed economic conditions. A new three year corporate plan focuses on priorities. 
There is a robust process in place for reviewing services, which involves LEAN improvement and 
efficiency tools. The Council has a good understanding of its costs. Areas of high spending are 
subject to rigorous examination, with increasing use of benchmarking. The Council has used the 
Audit Commission VFM profile for several years.  
It uses its analysis to challenge service provision and there are examples of improvements in 
value for money across the Council. Overall costs are average to high but most services and 
outcomes are good. The Council has a good understanding of the reasons for costs being above 
average, where this is the case. Adult social care is one area where high costs are not matched 
by good quality and care outcomes. The Council plans to address the problems it has identified. 
 
 
 
 
 



Criterion Key messages 

Alternative models of delivery are being considered as part of the Fit for the Future programme 
and PACE Reviews. There has been collaborative procurement for many years through NEPO as 
well as specific procurement partnerships with neighbouring councils, such as the recently agreed 
waste management contract. The Council works very effectively in partnership with other sectors, 
especially the NHS. 
The Council has started a programme of asset disposal. Improved utilisation of the Civic Centre 
has enabled release of buildings elsewhere, which will reduce costs and improve service delivery. 

 



Closing remarks 
I have discussed and agreed this letter with the Chief Executive and the Strategic Director, Finance and ICT. I will provide copies of this letter to all 
councillors and present it at the Audit Committee on 23 January 2012. 

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 Plan March 2011 

IT risk assessment July 2011 

Interim opinion September 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. 

 

 

Steve Nicklin 
District Auditor 

November 2011 



Appendix 1 - Fees          
 

 Actual  Proposed Variance 

Scale fee 319,000 319,000 0 

Non-audit work 0 0 0 

Total 319,000 319,000 0 

    

The Audit Commission is paying a rebate of £13,124.75 to you, reducing the net amount payable to the Audit Commission to £305,875.25. 

 



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.  

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. 
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. 



 
 

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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