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1.2

2.1

OPEN/

AGENDA

EAST STAFFORDSHIRE BOROUGH COUNCIL
Report to Audit Committee

Date: 29" November 2022

TITLE: Statutory Statement of Accounts 2021/22

PORTFOLIO: Finance, Treasury Management and
Communications

HEAD OF SERVICE: Sal Khan

CONTACT OFFICER: Lisa Turner, ext. No. X1399

Chief Accountant

WARD(S) AFFECTED: All

Purpose of the Report

To consider the Statutory Statement of Accounts for 2021/22 following the work
undertaken by the Council’s external auditors and to recommend their approval, subject to
the finalisation of the external audit.

To recommend the letter of representation on behalf of the authority.

Executive Summary

In accordance with the Accounts and Audit regulations the statutory annual accounts for
2021/22 are appended to this report. Members of the committee are asked to scrutinise
these accounts and subsequently recommend their approval to the Audit (approval of
Statement of Accounts) Committee, immediately following this meeting, subject to any
adjustment following the conclusion of the external audit. The Accounts and Audit
Regulations require that the Council formally approve the accounts each year, this function
has been delegated to the Audit (approval of Statement of Accounts) Committee.



2.2

2.3

2.4

2.5

3.1

3.2

3.3

The accounts have been subject to audit by our external Auditors (Grant Thornton), and a
summary of their work to date is set out within the Audit Findings Report (elsewhere on the
Agenda). Subject to the finalisation of their work, the outcome of the audit work has
generally been very positive, although we have encountered challenges in respect of the
valuations supplied by one of our external valuers. Once the external audit work is
complete the accounts will be revised and it is recommended to the Audit (approval of
accounts) Committee to delegate authority to the Chair to sign those adjusted accounts.

Members should also note that, in accordance with the relevant regulations, the accounts
have been placed on deposit for public inspection between 13" July 2022 and 23rd August
2022.

The Code of Practice on Local Authority Accounting published by the Chartered Institute
of Public Finance and Accountancy (CIPFA) consolidates the legal requirements as to the
form of the accounts. Officers, in compiling the accounts, have adopted the code.

Due to the ongoing pressures on the local audit regime and increased regulation, as
outlined in the Redmond Review, the statutory timescales for approving the accounts have
been revised. The deadline for approving the audited accounts is 301" November 2022. It
should be noted that in 2020/21 over 90% of local authorities were unable to publish
audited accounts by the deadline.

Background

The Council’s Financial Statements are appended to this report. The outcome of the work
undertaken to date by the auditor has once again been very positive and a summary of
these findings is set out within the Audit Findings Report (elsewhere on the agenda).
However we have experienced significant issues in relation to the valuation of assets by
one of our external valuers which has led to a number of adjustments to the accounts. The
valuations are an estimate intended to reflect the worth of the assets to the Council - not
necessarily the sum for which they could be sold and the changes do not impact on the
Council's usable reserves.

The accounts have been prepared in accordance with the ‘Code of Practice on Local
Authority Accounting in the United Kingdom 2021/22’ published by the Chartered Institute
of Public Finance and Accountancy.

Key elements of the accounts include: -

e Statement of Responsibilities — this outlines the responsibilities of the Council and
the Head of Service (Section 151 Officer) in preparing the accounts and also of
members in approving the accounts.

e Statement of Accounting Policies — this details the legislation and the principles on
which the Statement of Accounts has been prepared.

e Comprehensive Income and Expenditure Account - this reports the net costs for the
year of all the functions for which the Council is responsible. As such, this statement is
fundamental to the understanding of the Council’s activities and provides details of how



3.4

3.5

4.1

costs are financed from both general government grants and income from local
taxpayers. However, this statement measures the authority’s financial performance in
terms of the resources consumed and generated over the period, but the authority is
required by law to set its budget and raise council tax on a different accounting basis.
As such there are a number of statutory adjustments that are presented in the Movement
in Reserves Statement to reflect the movement on the General Fund Balance.

¢ Movement in Reserves Statement - this statement shows the movement in the year
on the different reserves held by the authority, analysed into ‘usable reserves’ (i.e. those
that can be applied to fund expenditure or reduce local taxation) and other reserves. It
reconciles the position shown within the Comprehensive Income and Expenditure
Statement to the “net worth” shown in the Balance Sheet.

e Balance Sheet - this explains the Council’s financial position at the year-end. It provides
details of the balances and reserves at the authority’s disposal, its long-term
indebtedness, the long term and net current assets employed in operations and
summarised information on the fixed assets held.

e Cash Flow Statement - this shows the inflows and outflows of cash arising from
transactions with third parties for revenue and capital purposes.

e Collection Fund - this reflects the statutory requirement for the authority to maintain a
separate account providing details of receipts of Council Tax and Business Rates and
the associated payments to precepting authorities and distributed resources under the
Business Rates Retention Scheme.

¢ Annual Governance Statement - This outlines the governance framework within which
the Council operates, including internal control arrangements. The statement reports on
any significant identified weaknesses, the actions undertaken to rectify these, where
applicable.

For several years now the accounting code of practice has required an expenditure and
funding analysis to be incorporated into the accounts. The provides a reconciliation of the
figures reported to management/Cabinet in compliance with statutory requirements as part
of the Outturn and those published to meet accounting standards and shown within the
Comprehensive Income and Expenditure Statement. This is set out in note 4 to the
accounts.

The draft letter of representation is appended to this report and the committee is asked to
recommend approval of it on behalf on the authority. This letter is a formal record of
representations made by the Council to our external auditors.

Contribution to Corporate Priorities

The financial statements underpin all corporate priorities by demonstrating a healthy
financial position, providing a strong foundation to enable the authority to meet its
objectives.
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5.2

Report = Commentary on Statement of Accounts

Income and Expenditure Account (Page 13)

5.1.1

5.1.2

5.1.3

The General Fund under-spend was £1.5m (page 2 of the accounts). Cabinet have
taken the decision to invest some of this windfall saving in support of their priorities
and at the same time set aside some to mitigate against emerging risks associated
with the current economic conditions. As a consequence, the movement on the
general fund balance is neutral (as shown in the Movement in Reserves Statement).
The General Fund balance therefore remains at £1.3m, which is consistent with the
approved medium term financial strategy.

The Comprehensive Income and Expenditure Statement reports a surplus on the
provision of services for the year of £2.5m. There is also a net amount required to
be debited to the General Fund balance for the year shown in the Movement in
Reserves Statement of £4m, which reflects statutory adjustments. These two items
are offset by a net transfer from earmarked reserves of £1.5m. Movement on
reserves during the year are shown at note 9 to the accounts.

The Council has administered a range of Covid-19 grants and support schemes for
businesses and residents during the course of the year. In line with the Code of
Practice the Council has made an assessment of those scheme as to whether it
was acting as principal or agent (i.e. to what extent did the council control who
received the grant and the level of funding). Those schemes whereby the Council
was deemed to be acting as principal are shown within the Comprehensive Income
and Expenditure Statement and those schemes whereby agency treatment was
more relevant are disclosed in note 41.

Movement in Reserves (Pages 14 & 15)

5.2.1

5.2.2

5.2.3

5.2.4

As set out above, the surplus or deficit shown within the Comprehensive Income
and Expenditure Statement is offset by the various reconciling items to ensure that
the movement on General Fund reserves reflects statutory requirements.

The Statement demonstrates that usable reserves have largely remain the same at
around £27.8m (£28.3m at March 2021). Earmarked reserves have reduced by
approximately £1.5m (linked to a reduction in Covid Section 31 Grant) and capital
grants unapplied have increased by £1m in relation to Towns Fund Grant.

In the current climate, in which we have seen unprecedented funding reductions,
local authorities face significant uncertainty in relation to future funding levels and
have additional risks associated with the economic circumstances. The council also
has a significant risk associated with supported housing claims and disputes.
Reserves are seen as a strong indicator of financial resilience and sustainability.
Nevertheless these are subject to annual review as part of the development of the
Medium Term Financial Strategy.

Unusable reserves are largely those that are kept to manage the accounting
processes for long term assets and retirement benefits. These have changed by
£25m at 315 March 2022, largely arising from the change in the pension fund liability
(as set out in more detail below) and a reduction in the Collection fund adjustment
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account which temporarily increased during the pandemic due to the timing
differences of government announcements.

Balance Sheet (Page 16)

5.3.1

5.3.2

5.3.3

5.34

5.3.5

5.3.6

5.3.7

Property, Plant and Equipment - Primarily the land and buildings owned by the
Council. The figure of £33m (£30m — 2020/21) is derived from a variety of
independent valuations. The increase in 2021/22 (£3m) includes the acquisition of
new fleet vehicles (£3.4m).

The Council has short-term investments (excluding deposits held in call accounts)
of £43m (£34m 2020/21). Cash and cash equivalents stood at to £14.4m (£10.8m
2020/21). The increase in this combined figure largely relates grant funding received
in advance pending distribution (For example energy rebate and Covid Relief
Funding (CARF).

Long Term Borrowing stands at £10.6m (£10.6m 2020/21), with short term
borrowing remaining at £0.6m.

Provisions have reduced from £2.8m to £2.1m, with the increase relating to the
NNDR appeals and claims following annual review (£0.6m) and £0.1m relation to
the Leisure Pension Provision.

The Pension Scheme liability reduced as at 315t March 2022 from £58.3m (31%t
March 2021) to £40.3m (315t March 2022). The pension fund liability is calculated
by a firm of actuaries and is based on a number of assumptions. These assumptions
change from one year to the next in relation to the prevailing economic conditions.
The pension liability represents the underlying long term commitment that the
authority has to pay future retirement benefits. The fund is regularly assessed to
determine the level of future contributions necessary to ensure that it is funded in
the long term and any increase in these contributions must be met from the
Council’'s budget. The current Medium Term Financial Strategy includes provision
for future increases.

The accounts once again also reflect a pension pre-payment of £1.8m, this reflect
a discount of 4% on the nominal sum. The pre-payment is held in the pension
reserve pending a charge to the general fund in 2021/22.

Capital Grants received in advance represent capital grants whereby the conditions
attached to the grant have not yet been fully satisfied. These amounts include
section 106 deposits from developers and disabled facility funding.

Cash Flow Statement (Page 17)

5.4.1

5.4.2

This statement summarises the movements in cash holdings during the year in
common with the presentation required for commercial companies, although the
statement is of less significance in the Local Authority context.

Whilst the Comprehensive Income and Expenditure Statement is compiled on an
accruals basis (i.e. goods and services are accounted for when they are received



5.5

5.6

6.1

7.1

7.2

7.3

or provided), the cash flow statement demonstrates the movement in actual cash
paid and received during the year.

Collection Fund Account (Page 94)

5.5.1 The Collection Fund shows an in year surplus of £14.5m, this includes a surplus of
£1.9m in relation to Council Tax and a surplus of £12.6m in relation to Business
Rates.

5.5.2 Overall, after taking into account the deficit balance brought forward from 2020/21
of £14.7m, the Collection Fund has a small deficit of £0.2m, which will be
redistributed to the respective authorities in accordance with the relevant
regulations.

Overall the accounts presented within the Financial Statements show a healthy position.
Whilst there have been some issues with the valuations provided by the external valuer in
2021/22 management will take action to address this for the 2022/23 accounts. Through
the adoption of proper accounting practices, and the ongoing identification of and actions
to mitigate against financial risks, this provides a crucial foundation for the Council to be
able to achieve its objectives.

Financial Considerations

This section has been approved by the following member of Financial Management Unit:
Lisa Turner.

This report relates solely to the authorities financial position and activities during
2021/22.

Risk Assessment and Management

The main risks to this Report and the Council achieving its objectives are as follows.
Positive (Opportunities/Benefits):

7.2.1 These accounts reflect a robust financial position which supports the organisation
in meeting its objectives going forward.

Negative (Threats)

7.3.1 Inadequate or incorrect financial reporting may result in misrepresentation of the
Council’s financial position and impact on the underlying financial position.

Legal Considerations

This section has been approved by the following member of the Legal Team: John
Teasdale.
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10.
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12.

12.1

12.2

13.

13.1

Production, publication and approval of the accounts is in accordance with the Accounts
and Audit Regulations and associated statutory accounting framework.

Equality and Health

Equality impacts: The subject of this Report is not a policy, strategy, function or service
that is new or being revised. An equality and health impact assessment is not required.

Health impacts: The outcome of the health screening question does not require a full
Health Impact Assessment to be completed.

Human Rights

There are no Human Rights issues arising from this Report.

Sustainability (including climate change & change adaptation measures)

Does the proposal result in an overall positive effect in terms of sustainability (including
climate change and change adaptation measures) No

Data Protection Implications — Data Protection Impact Assessment (DPIA)

A DPIA must be completed where there are plans to:

[1 use systematic and extensive profiling with significant effects;

[ process special category or criminal offence data on a large scale; or
[1 systematically monitor publicly accessible places on a large scale

1 use new technologies;

(1 use profiling or special category data to decide on access to services;
[0 profile individuals on a large scale;

(1 process biometric data;

(] process genetic data;

[ match data or combine datasets from different sources;

(1 collect personal data from a source other than the individual without providing them with

a privacy notice (‘invisible processing’);
0 track individuals’ location or behaviour;
[ profile children or target marketing or online services at them; or

[0 process data that might endanger the individual’s physical health or safety in the event

of a security breach

Following consideration of the above, there are no Data Protection implications arising from

this report which would require a DPIA.

Recommendation(s)

To recommend to the Audit (approval of Statement of Accounts) Committee that:

a) the Statutory Statement of Accounts for 2021/22 and the letter of representation, as
appended to this report, be approved subject to any adjustments that may be
necessary following the conclusion of the external auditors work and authority be
delegated to the Chair to sign the accounts accordingly.



14. Appendices
14.1 Appendix A: Statutory Statement of Accounts 2021/22 (Subject to Audit)

14.2 Appendix B: Letter of Representation 2021/22.
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