
AUDIT COMMITTEE –  26 September 2012 	 Item 8 

FINANCIAL STATEMENTS 2011/12 

1 	SUMMARY 

1.1 	 This report presents the audited Financial Statements for 2011/12 for 
approval. 

1.2 	 The External Auditors, PKF, have now completed their audit of the 
Statements. Their report on the audit is presented as a separate item to this 
meeting. 

1.3 	 The Council agrees a Medium Term Financial Strategy (MTFS) each year in 
order to produce a balanced budget, which maintains a suitable level of 
balances. The forecast for General Fund balances as at 31 March 2012 was 
£779k with a net contribution from balances and reserves of £279k. Following 
closure of the accounts, the final figure for General Fund balances was a 
slight improvement to this figure at £819k. 

2 	MEMBER QUESTIONS 

2.1 	 The Statements are lengthy and complicated. Therefore, although Members 
can ask questions at Audit Committee, it is requested that if Members wish to 
raise specific questions, they contact the Financial Services Manager direct 
(details at the end of this report) before the meeting. 

3 	SIGNING AND APPROVAL 

3.1 	 The Accounts and Audit Regulations were amended in 2011. The Financial 
Statements must now be signed as true and fair by the Chief Finance Officer 
before 30 June, and then Member approval must be given to the audited 
statement to allow publication by 30 September. Council have given delegation 
for that approval to Audit Committee. Following approval by Committee, the 
Financial Statements should be signed and dated by the Chairman residing 
over that Committee. This will be arranged after this meeting.  

4 	ANNUAL GOVERNANCE STATEMENT 

4.1 	 The Annual Governance Statement, which forms part of the Financial 
Statements, was considered in detail by the Audit Committee on 13 June 
2012 and will be signed by the Chief Executive and Leader of the Council 
prior to final publication. 

5 	FINANCIAL STATEMENTS 

5.1 	 The main highlights of the financial performance for 2011/12 are summarised 
below: 

Income and Expenditure Account – General Fund 

5.2 	 Overall the General Fund, after contributions to Earmarked Reserves, was in 
line with the original estimate. The analysis of variations against budget was 
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reported to the Executive on 11 July 2012.  The target savings figure of £1.4m 
for the year was achieved. 

5.3 	 The final outturn on the main income streams for 2011/12, compared to 
original and revised estimates was lower than expected, except for planning 
where a number of large development applications have been received, and 
investment income where some more favourable interest rates have managed 
to be secured in the year. 

Original 
Estimate 

£ 

Revised 
Estimate 

£ 
Actual 

£ 

264,000 264,000 303,923 

300,000 300,300 231,180 

86,000 174,000 149,728 

91,400 96,000 104,226 

910,000 910,000 831,360 

Planning Fees 

Building Control 

Land Charges 

Investment Income 

Parking Fees 

Balance Sheet 

5.4 	 The Balance Sheet, which reports the assets and liabilities for the Authority, is 
showing a decrease in net worth of nearly £9.1m.  This is primarily due to the 
increase in pension liability, which rose from £18.7m to £26.1m.  These 
figures are based on the FRS17 accounting standard, which does not 
determine the contributions that are paid to the Fund.  The value of the 
pension liability under FRS17 would not be the same as if a full actuarial 
revaluation had taken place and is based on approximate calculations. Offset 
against this is a general reduction in money owing to the Council, investment 
levels and value of the Council’s assets due to yearly depreciation charges 
and revaluation changes. 

5.5 	 Part of the Financial Statements includes the capital investment. During 
2011/12, the Authority’s expenditure on capital items was £1,214m, against a 
forecast of £1,985m. This is a significant decrease on budget due to timings 
on three major projects: the electrical rewiring of the offices, Cherry Orchard 
Jubilee Country Park, and Hall Road cemetery.  The Capital Programme was 
reported to Members in July, and contained more detailed information on all 
items in the capital programme. 

Earmarked Reserves 

5.6 	 In line with the Council’s policy on reserves, the Council maintains a number 
of earmarked reserves to identify funds from surplus income or unused 
budget in order to provide sums for specific projects and service development.  

8.2 
 



AUDIT COMMITTEE –  26 September 2012 Item 8 


5.7 

Earmarked 
Reserves 

Balances 
at 31/03/11 

£000s 

Movement 
in 2011/12 

£000s 

Balance at 
31/03/12 

£000s 
Description 

Corporate 917 158 1,075 This includes sums set 

including Community 

Planning Appeals. 

Housing 118 41 159 This includes money for 
functions specific to the 
Housing Services, for 
example homelessness 
and priority needs. 

250 - 250 This reserve is for the 

and ensures that the 
Council’s IT infrastructure 
is fit for purpose. The 
contribution to the reserve 

during the financial year 
above target. 

Projects 891 10 901 Retains funds earmarked 
for Projects being 
undertaken by the 
Authority. Includes funds 
for the Joint Area Action 
Plan for Southend Airport. 
It also includes funds held 
on behalf of third parties 
for example the Local 
Strategic Partnership. 

Repairs & 
Maintenance 

212 (134) 78 This reserve ensures that 
funds are available for 
works in progress or 
outstanding at the end of 
the year or unplanned 
works to the Council’s 
Assets. 

List of Earmarked Reserves showing the movement in the year:- 

aside for corporate tasks, 

Safety, Insurance and 

IT Strategy 
provision of IT equipment 

is from savings achieved 
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Changes to accounts following audit  

5.8 	 A number of changes have been made to the Statements during the audit but 
have mainly been disclosure items in the notes to the accounts which have 
not impacted on the net worth of the Council or the General Fund balances. 

5.9 	 The main issue in this year’s accounts was the incorrect accounting treatment 
of Revenue funded by Capital under Statute.  A further review of the historical 
figures will be carried out for the 2012/13 financial statements.  This has no 
impact on the General Fund balances and is purely a balance sheet item. 

5.10 	 In addition, a spreadsheet error was found in balances carried forward for 
depreciation. This has been amended in the accounts; again, there is no 
revenue impact. 

5.11 	 These issues identified by PKF are detailed in their Annual Governance 
Report, which is a separate item on this agenda. 

6 	 MAJOR JUDGEMENTS MADE 

6.1 	 In the preparation of the Accounts, the Head of Finance may be required to 
make judgments or use estimates. The types of judgment include asset life 
and depreciation methods. The main estimate is on the Housing Benefit 
subsidy. The figures included in the Accounts are based on the draft end of 
year subsidy claim form which is still subject to external audit checking which 
will be completed in October. 

6.2 	 There has been a difference of opinion on the treatment of the disposal of 
electrical and heating components in the Council buildings that were replaced 
during the year. 

6.3 	 With regard to the accounting treatment for the first instalment of the 2012/13 
New Homes Bonus of £22,000 which was received in March 2012, the 2011 
Code of Practice on Local Authority Accounting in the United Kingdom (the 
‘Code’) requires that where a grant is received, and there are no conditions 
attached to the grant, the amount should be recognised as income 
immediately. The Head of Finance’s view is that the Financial Statements for 
2012/13 should show an amount for New Homes Bonus that agrees to other 
figures published, such as in CLG publications, the grant determination or the 
Council’s budget.  This departure from strict compliance with the Code will be 
included in the 2012/13 Financial Statements. 

7 	 CHANGES TO ACCOUNTING POLICIES 

7.1 	 The Financial Statements are prepared in accordance with the Code. The 
Code interprets the Accounting Standards, such as International Financial 
Reporting Standards (IFRS), published by the Accounting Standards Board. 
The Code also gives guidance on the wording to be used in the notes to the 
accounts and the layout of the Financial Statements. 
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7.2 	 There have been no changes to Accounting policies in 2011/12. 

8 	RISK IMPLICATIONS 

8.1 	 It is a statutory requirement to have the Financial Statements published by 
30 September 2012. 

9 	RECOMMENDATION 

9.1 	 It is proposed that the Committee RESOLVES 

(1) 	 That the Financial Statements be approved and signed by the 
Chairman. 

(2) 	 That the movement in Earmarked Reserves be agreed. 

Yvonne Woodward 

Head of Finance 

Background Papers:-

None. 

For further information please contact Carrie Cox (Financial Services Manager/ 
Chief Accountant) on:-

Phone: 01702 546366 Extn 3101 
Email: carrie.cox@rochford.gov.uk 

If you would like this report in large print, Braille or another 
language please contact 01702 318111. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ROCHFORD 
DISTRICT COUNCIL 
 
Opinion on Rochford District Council financial statements 
 
We have audited the financial statements of Rochford District Council for the year 
ended 31 March 2012 under the Audit Commission Act 1998. The financial 
statements comprise the Movement in Reserves Statement, the Comprehensive 
Income and Expenditure Statement, the Balance Sheet, the Cash Flow Statement 
and Collection Fund Income and Expenditure Account and the related notes. The 
financial reporting framework that has been applied in their preparation is applicable 
law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the 
United Kingdom 2011/12. 
 
This report is made solely to the members of Rochford District Council in accordance 
with Part II of the Audit Commission Act 1998 and for no other purpose, as set out in 
paragraph 48 of the Statement of Responsibilities of Auditors and Audited Bodies 
published by the Audit Commission in March 2010. 
 
Respective responsibilities of the Head of Finance and auditor 
 
As explained more fully in the Head of Finance’s Responsibilities Statement, the 
Head of Finance is responsible for the preparation of the Statement of Accounts, 
which includes the financial statements, in accordance with proper practices as set 
out in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the 
United Kingdom, and for being satisfied that they give a true and fair view. Our 
responsibility is to audit and express an opinion on the financial statements in 
accordance with applicable law and International Standards on Auditing (UK and 
Ireland). Those standards require us to comply with the Auditing Practices Board’s 
Ethical Standards for Auditors. 
 
Scope of the audit of the financial statements 
 
An audit involves obtaining evidence about the amounts and disclosures in the 
financial statements sufficient to give reasonable assurance that the financial 
statements are free from material misstatement, whether caused by fraud or error. 
This includes an assessment of: whether the accounting policies are appropriate to 
Rochford District Council’s circumstances and have been consistently applied and 
adequately disclosed; the reasonableness of significant accounting estimates made 
by the Head of Finance; and the overall presentation of the financial statements. In 
addition, we read all the financial and non-financial information in the Explanatory 
Foreword to identify material inconsistencies with the audited financial statements. If 
we become aware of any apparent material misstatements or inconsistencies we 
consider the implications for our report. 
 
Opinion on financial statements 
 
In our opinion the financial statements: 

• give a true and fair view of the financial position of Rochford District Council 
as at 31 March 2012 and of its expenditure and income for the year then 
ended; and 

• have been prepared properly in accordance with the CIPFA/LASAAC Code of 
Practice on Local Authority Accounting in the United Kingdom 2011/12. 
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Opinion on other matters 
 
In our opinion, the information given in the Explanatory Foreword for the financial 
year for which the financial statements are prepared is consistent with the financial 
statements. 
 
Matters on which we report by exception 
 
We report to you if: 

• in our opinion the Annual Governance Statement does not reflect compliance 
with ‘Delivering Good Governance in Local Government: a Framework’ 
published by CIPFA/SOLACE in June 2007; 

• We issue a report in the public interest under section 8 of the Audit 
Commission Act 1998; 

• We designate under section 11 of the Audit Commission Act 1998 any 
recommendation as one that requires Rochford District Council to consider it 
at a public meeting and to decide what action to take in response; or 

• We exercise any other special powers of the auditor under the Audit 
Commission Act 1998. 

 
We have nothing to report in these respects 
 
Conclusion on Rochford District Council’s arrangements for securing 
economy, efficiency and effectiveness in the use of resources 
 
Respective responsibilities of Rochford District Council and the auditor 
 
Rochford District Council 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 to review regularly the adequacy and 
effectiveness of these arrangements. 
 
We are required under Section 5 of the Audit Commission Act 1998 to satisfy 
ourselves that Rochford District Council has made proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources. The Code of Audit 
Practice issued by the Audit Commission requires us to report to you our conclusion 
relating to proper arrangements, having regard to relevant criteria specified by the 
Audit Commission. 
 
We report if significant matters have come to our attention which prevent us from 
concluding that Rochford District Council has put in place proper arrangements for 
securing economy, efficiency and effectiveness in its use of resources.  We are not 
required to consider, nor have we considered, whether all aspects of Rochford 
District Council’s arrangements for securing economy, efficiency and effectiveness in 
its use of resources are operating effectively. 
 
Scope of the review of arrangements for securing economy, efficiency and 
effectiveness in the use of resources 
 
We have undertaken our audit in accordance with the Code of Audit Practice, having 
regard to the guidance on the specified criteria, published by the Audit Commission 
in October 2011, as to whether Rochford District Council has proper arrangements 
for: 
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• securing financial resilience; and 
• challenging how it secures economy, efficiency and effectiveness. 

 
The Audit Commission has determined these two criteria as those necessary for us 
to consider under the Code of Audit Practice in satisfying ourselves whether 
Rochford District Council put in place proper arrangements for securing economy, 
efficiency and effectiveness in its use of resources for the year ended 31 March 
2012. 
 
We planned our work in accordance with the Code of Audit Practice. Based on our 
risk assessment, we undertook such work as we considered necessary to form a 
view on whether, in all significant respects, Rochford District Council had put in place 
proper arrangements to secure economy, efficiency and effectiveness in its use of 
resources. 
 
Conclusion 
 
On the basis of our work, having regard to the guidance on the specified criteria 
published by the Audit Commission in October 2011, we are satisfied that, in all 
significant respects, Rochford District Council put in place proper arrangements to 
secure economy, efficiency and effectiveness in its use of resources for the year 
ended 31 March 2012. 
 
Certificate 
 
We certify that we have completed the audit of the financial statements of Rochford 
District Council in accordance with the requirements of the Audit Commission Act 
1998 and the Code of Audit Practice issued by the Audit Commission. 
 
 
 
 
Richard Bint, Partner 
for and on behalf of: 
PKF (UK) LLP 
London 
 
      September 2012 
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