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30 June 2017 

 

To: Chairman – Councillor Andrew Fraser 
 Vice-Chairman – Councillor Grenville Chamberlain 
 Members of the Audit and Corporate Governance Committee – Councillors 

John Batchelor, Simon Crocker, Christopher Cross, Roger Hall, 
Douglas de Lacey, Tony Orgee and John Williams 

Quorum: 3 
 
Dear Councillor 
 
Please find attached a supplementary report for the meeting of AUDIT AND CORPORATE 
GOVERNANCE COMMITTEE, which will be held in MONKFIELD ROOM, FIRST FLOOR at 
South Cambridgeshire Hall on FRIDAY, 30 JUNE 2017 at 9.30 a.m. 
 
Members are respectfully reminded that when substituting on committees, subcommittees, and 
outside or joint bodies, Democratic Services must be advised of the substitution in advance of 
the meeting.  It is not possible to accept a substitute once the meeting has started.  Council 
Standing Order 4.3 refers. 
 
Yours faithfully 
Alex Colyer 
Interim Chief Executive 
 

The Council is committed to improving, for all members of the 
community, access to its agendas and minutes.  We try to take all 
circumstances into account but, if you have any specific needs, 

please let us know, and we will do what we can to help you. 
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REPORT TO: Audit and Corporate Governance 30 June 2017 

LEAD OFFICER: Interim Chief Executive  
 

 
 

Statement of Accounts 2016/17 (subject to audit) 
 

Purpose 
 
1. To note the main statements that will form part of the Council’s Narrative Report and 

Statement of Accounts. 
 

Recommendations 
 
2. The Audit and Corporate Governance Committee is asked to note the statements 

attached at Appendix A.  
 
Background 
 

3. The Audit and Corporate Governance Committee has responsibility for corporate 
governance issues including audit and regulatory financial matters.  The CIPFA 
Publication Audit Committees: Practical Guidance for Local Authorities states that the 
review of the financial statements should include: 

 

 The suitability of accounting policies and treatments 

 Any changes in accounting policies and treatments 

 Major judgemental areas 
 

In addition the Committee should consider any significant adjustments and material 
weaknesses in internal control reported by the external auditor after completion of the 
audit. 

 
The annual accounts of local authorities are prepared in accordance with the Code of 
Practice on Local Authority Accounting (The Code), issued by the Chartered Institute 
of Public Finance and Accountancy (CIPFA) and on other relevant guidance relating 
to accounting and reporting standards.  The Code, based on International Financial 
Reporting Standards (IFRS), is highly prescriptive both in terms of the main financial 
statements and the notes that must accompany them.   

 
4. The requirements and timetable to prepare, audit and publish the accounts are 

governed by the Accounts and Audit Regulations 2015.  For 2016/17 the regulations 
require the accounts to be approved by the Chief Financial Officer by 30 June, and 
approved by a committee of the Council (or the full Council) and published by 30 
September. 

 
Considerations 

 
5. At this stage work continues to produce the full statement of accounts, including the 

narrative report, cash flow and supporting notes. The process of producing accounts 
under International Financial Reporting Standards is complex and involved and 
requires a significant and concentrated staff commitment to meet statutory deadlines.  
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6. The Principal Accountant who has prepared the accounts for a number of years 

unexpectedly took early retirement in February. The interim Principal Accountant who 
took over also moved on at the end of March. We now have two very experienced 
interims working to ensure that the accounts are ready for external audit by 24 July 
2017 at the start of the final audit visit. These accountants have been working closely 
with the external auditors to understand how the accounts have been produced in 
previous years and their requirements for audit working papers. The main statutory 
financial statements have been drafted and are included at Appendix A. Work 
continues to complete the full statement of accounts. 

 
7. The 2016/17 audit of accounts is being undertaken by Ernst & Young (EY).  

Representatives of EY will be present at the meeting to give the Committee a verbal 
update on the progress of the audit.  
 

8. Should any changes to draft accounts be required at the conclusion of external 
audit’s work, these will be incorporated into the final version presented for approval 
and publication in September 2017.  EY will also present their formal findings in 
September. 
 

9. The draft statements outlined below will be published on the Council’s website later 
today.  The accounts and certain other related documents are available for inspection 
by members of the public for a period of 30 working days after the publication of the 
draft each year.  This period will start on 1 July 2017 and end on 11 August 2017.  In 
addition, electors (or their representatives) have the right to question the auditors 
about the accounts and to make certain objections in relation to unlawful items of 
account, failure to bring a sum into account or a loss or deficiency caused by wilful 
misconduct, during the inspection period. 

 
Movement in Reserves Statement  
 

10. The Movement in Reserves Statement presents the total actual reserves of the 
Council and their movement in the financial year.  Not all reserves can be used to 
deliver services and The Code reflects this by reporting reserves in two groups – 
‘usable’ and ‘unusable’.   
 

11. Usable reserves include the General Fund Reserve, Housing Revenue Account 
Reserve, earmarked reserves and capital receipts.  Members are updated on the 
level of usable reserves as part of the Medium Term Financial Strategy and decisions 
on their use are made as part of the budget-setting process. 
 

12. Unusable reserves are not available to use to provide services.  These reserves 
include those reserves that hold unrealised gains and losses (eg the Revaluation 
Reserve), where amounts would only become available to provide services if the 
assets were sold; and reserves that hold timing differences (eg the Capital 
Adjustment Account) shown in the Movement in Reserves statement line 
‘Adjustments between accounting basis and funding basis under regulations. 
 
Expenditure and Funding Analysis 
 

13. The Expenditure and Funding Analysis and the associated note analyse the 
adjustments between the funding and accounting basis across the Council’s portfolios 
and other operating income and expenditure. 
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14. These transactions are those entries charged or credited to usable and unusable 
reserves and which therefore do not impact on the Council’s General Fund or 
Housing Revenue Account (HRA) reserves (and hence the level of Council Tax or 
rents).  They are therefore not reported as part of outturn. 
 

15. Examples include: 
 

Transaction Financed By 
Usable / 
Unusable 
reserve 

Payments to the Housing Receipts 
Capital pool 

Capital Receipts 
Reserve 

Usable 

Movements in the value of investment 
properties 

Capital Adjustment 
Account 

Unusable 

Movements in the value of property, plant 
and equipment not covered by previously 
accumulated gains held for that asset in 
the Revaluation Reserve 

Capital Adjustment 
Account 

Unusable 

Revenue Expenditure Funded from 
Capital Under Statute (eg capital grants to 
outside bodies) 

Capital Adjustment 
Account 

Unusable 

Adjustments reflecting the difference 
between pension contributions paid in the 
year and the cost of providing pensions 
as estimated by the Actuary 

Pensions Reserve Unusable 

 
 
Comprehensive Income and Expenditure Statement  
 

16. The CIES presents service income and expenditure in line with the Council’s 
portfolios on a proper accounting basis.  
 

17. Items presented between ‘Cost of Services’ and the ‘Surplus or deficit on the 
provision of services’ include payments to the housing receipts capital pool, the 
surplus or deficit on disposal of assets, income, expenditure and Council Tax and 
non-specific government grant income.  Other comprehensive income and 
expenditure includes the movements in the revaluation reserve and the 
remeasurement gains and losses on the pension scheme as assessed by the 
scheme actuary. 
 
Balance Sheet 
 

18. The balance sheet details the value of the Council’s assets, including property and 
investments, and liabilities including the loan from the Public Works Loan Board and 
the pension liability. 

 
Options 

 
19. The committee may propose amendments to the presentation of the statements. 
 

Implications 
 

20. In the writing of this report, taking into account financial, legal, staffing, risk 
management, equality and diversity, climate change, community safety and any other 
key issues, the following implications have been considered: - 
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  Financial 

21. The actual working balances will be incorporated in the next review of the Medium 
Term Financial Strategy. 

 
 Legal 
22. The Code constitutes proper accounting practice under the Local Government Act 

2003 and local authorities are legally required to comply with the Code. 
 
 Risk Management 
23. The short dedlines and increasing complexity allow less time for preparation, 

checking and reviewing and there is, therefore, also the risk that errors may occur in 
the statement of accounts. 

 
Consultation responses 

 
24. None. 
 

Effect on Strategic Aims 
 

25. This report has no direct implications for any of the strategic aims but any variation in 
the expenditure on individual services might have affected the achievement of the 
aims and objectives. 

 
Background Papers 
Where the Local Authorities (Executive Arrangements) (Meetings and Access to Information) 
(England) Regulations 2012 require documents to be open to inspection by members of the 
public, they must be available for inspection: -  
(a) at all reasonable hours at the offices of South Cambridgeshire District Council;  
(b) on the Council’s website; and  
(c) in the case of documents to be available for inspection pursuant to regulation 15, on 

payment of a reasonable fee required by the Council by the person seeking to inspect 
the documents at the offices of South Cambridgeshire District Council.  

 
 
 

 
Report Author:  Caroline Ryba – Head of Finance 

Telephone: (01954) 713072 
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