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This report makes the following recommendations to the final decision-maker: 

1. That the Committee notes the attached unaudited, draft Annual Financial Report in Appendix 
A, containing the unaudited, draft Statement of Accounts; and 
 

2. That members of the Committee are invited to raise comments and questions on the 
contents of the attached unaudited, draft Annual Financial Report. 

 

  

This report relates to the following corporate priorities: 

 A Prosperous Borough 

 A Green Borough 

 A Confident Borough 

  

Timetable 

Meeting Date 

Management Team Verbal update 

Discussion with Portfolio Holder Verbal Update 
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Draft Annual Financial Report for 2015/16 

 

 
1. PURPOSE OF REPORT AND EXECUTIVE SUMMARY 
 
1.1 This report introduces the unaudited, draft Annual Financial Report for 2015/16. The 

draft was signed by the Director of Finance and Corporate Services on 6 June 2016. 
The audited version will be reported to this Committee at its meeting on 26 July 2016. 
The Audit and Governance Committee is not required to approve the unaudited 
version, but it is presented to members at this stage in order to keep them informed, 
and to ask for their comments and suggestions for improvement.  

 

 
2. INTRODUCTION AND BACKGROUND 
 
The Annual Financial Report 
2.1 The complete document published at the end of the audit process is termed the 

“Annual Financial Report”, while the term “Statement of Accounts” comprises the 
formal accounting statements, including the Collection Fund statement, together with 
the notes to these accounts. The Annual Financial Report consists of: 

 

 Narrative Report (new name for the Explanatory Foreword) 

 The Annual Governance Statement 

 The Statement of Responsibilities 

 The Independent Auditor’s Report 

 The Statement of Accounts 

2.2 This report contains most of these sections, but the Independent Auditor’s Report will 
be added after the audit, before publication. 

 
Changes to Accounting Standards and other Major Impacts 
2.3 There have been no material changes to the accounting standards that have affected 

the Council this year. There has been no requirement to make any restatements of 
prior years’ figures and there are no additional subject notes to present.  

 

Headline figures in the Statement of Accounts 
2.4 The revenue accounts, as summarised in paragraph 4 of the Narrative Report, show 

that the Council achieved a surplus of £231,000 compared to the budget. This is a 
considerable achievement considering the continual decline in government grants, and 
emphasises the Council’s commitment to balancing its budget. Detailed information 
can be found in the Quarter 4 Monitoring Reports on the Cabinet agenda for 22 June 
2016. 

 
2.5 Usable reserves decreased by £0.9m during the year, from £21.0m to £20.1m (see 

page 21 of the Annual Financial Report). £1.7m has been spent from Earmarked 
reserves mainly to fund the Capital and Property Development programmes. £0.6m 
has been received in grants and contributions, which are Section 106 receipts and 
specific grants for particular purposes. A further £0.2m of revenue surplus to budget, 
was transferred to the General Fund at the end of the year. 

 

2.6 The value of Property, Plant and Equipment rose by £8.5m in the year. £3.6m was due 
to increases in the value of existing properties, mainly the car parks, and the remaining 
£4.9m was additions from the 2015/16 capital programme, for example the new John 
Street commercial and residential units. Some of these assets were funded from 



 

reserves as explained in Paragraph 2.5 above, but some have been funded by grants 
and Section 106 funding. 

 

2.7 There has been a significant reduction in the Council’s net liability for future pension 
costs, of £6.1m.The decrease is mainly due to an increase of 0.4% in the discount rate 
applied to the scheme’s liabilities. The deficit is measured correctly in line with 
accounting standards but does fluctuate quite considerably from year to year as 
actuarial assumptions change. Pension contributions made by the Council are 
reviewed by the actuaries on a triennial basis, with the next review due later in 2016. 

 

Accounting Issues 
 

2.8 Note14.2 of the Statement of Accounts explains that the Council has settled its liability 
to repay land charge search fees, but still needs to pay the costs associated with the 
case. A provision of £41,000 has been made in the accounts to provide for the forecast 
cost. 

 
2.9  Paragraphs 4 and 7 of the Foreword and Notes 14.2 and 14.3 of the Statement of 

Accounts, outline the changes to the collection and distribution of National Non-
Domestic Rates (NNDR). New legislation came into effect on 1 April 2015, stating that 
appeals would no longer be backdated. This caused many speculative appeals to be 
made prior to the deadline, a significant number of which were not accurately reported 
by the Valuation Office at the end of March 2015. The provision has therefore been 
increased significantly to £2.3m from £1.2m last year to reflect the increase in 
outstanding appeals, which represent the Council’s 40% share of the total provision. 
This is all completely beyond our control as is the responsibility of the Valuation Office. 
We continue to maintain that it is not possible to provide a reliable estimate of appeals 
not yet lodged   

 
Timetable to publication of the Annual Financial Report 
 
2.10 This Council aims to sign and publish the 2015/16 Annual Financial Report by the end 

of July 2016, even though the statutory requirement is for sign off by 30 September. 
The statutory deadline will be pulled forward to the end of July in 2017/18, so we intend 
to use this and next year to ensure that we can deliver to this new deadline when it is 
enforced. There are also new public inspection requirements which state that the public 
inspection period must be for 30 working days and include the first 10 working days of 
July. Consequently, the Section 151 Officer was obliged to sign off the draft accounts 
presented to the auditors by 6 June, when they were published on the Council website. 
The public inspection period ends on 15 July. During the inspection period, interested 
parties may also contact the auditors to discuss the accounts. The audit process began 
on 3 June and the auditors have now almost completed their work. A final version of 
the Annual Financial Report, including agreed amendments, will come before this 
Committee at its meeting on 26 July. The Committee is then obliged to approve the 
Report for publication. 

 
The Committee’s Role at this stage 
2.11 This Committee is not required to give formal approval of the accounts either before the 

public inspection period or the start of the audit. At many councils, the Audit and 
Governance Committee or its equivalent no longer sees the draft accounts before the 
end of the audit. However, at this Council the view is taken that scrutiny by this 
Committee is a valuable part of the democratic process. The Committee is not asked to 
approve the draft, only to note it at this stage, but members are also invited to review 
the accounts and to contact the accounting staff during the audit period with any 
queries or suggestions for its improvement. 

 



 

 
 
 
 
 

 
3. AVAILABLE OPTIONS 
 
3.1 This report is for information only. 
 

 
4. PREFERRED OPTION AND REASONS FOR RECOMMENDATIONS 
 
4.1    Not applicable. 
 

 
 
5. CONSULTATION RESULTS AND PREVIOUS COMMITTEE FEEDBACK 
 
5.1 The Director of Finance & Corporate Services (also Section 151 Officer) has reviewed 

and signed the draft Annual Financial Report. Reporting to the Audit and Governance 
Committee at this stage, although not legally required, invites members of the 
Committee to review and comment on the draft report during the public consultation 
and audit period.  

 

 
6. NEXT STEPS: COMMUNICATION AND IMPLEMENTATION OF THE DECISION 
 
6.1 The documents have been published on the Council’s website.  
 

 
7. CROSS-CUTTING ISSUES AND IMPLICATIONS 

  

Issue Implications Sign-off 

(name of officer 
and date) 

Legal including 
Human Rights Act 

The Audit Committee has a legal duty of oversight 
for the Council’s corporate governance 
arrangements. Under section 151 of the Local 
Government Act (LGA 1972), the Section 151 
Officer has statutory duties in relation to the 
financial administration and stewardship of the 
authority, including advising on the corporate 
financial position and providing financial 
information. There are no consequences arising 
from the recommendation that adversely affect or 
interfere with individuals’ rights and freedoms as 
set out in the Human Rights Act 1998.    
 

Senior Lawyer 
(Corporate 
Governance) 

 

Finance and other 
resources 

The Financial Report details the overall unaudited 
financial position of the authority and is for 
information only. 

Head of Finance 
and Procurement 

Staffing 
establishment 

There are no specific implications. Head of HR or 
deputy 



 

Risk management   The reporting of the draft Report at this stage is 
designed to improve scrutiny of the Council’s draft 
accounts and therefore to reduce the risk of 
material error.  

Head of Audit 
Partnership, 
Deputy Head of 
Audit Partnership 
or Audit Manager 

Environment  
and sustainability 

There are no specific implications.  Sustainability 
Manager 

Community safety 

 

There are no specific implications. Community 
Safety Manager 

Health and Safety There are no specific implications. Health and 
Safety Advisor 

Health and 
wellbeing 

There are no specific implications. Healthy Lifestyles 
Co-ordinator 

Equalities There are no specific implications. West Kent 
Equalities Officer 

 
8. REPORT APPENDICES 
 
The following documents are to be published with this report and form part of the report: 
 
Appendix A  Draft Annual Financial Report for 2015/16 
 

 
9. BACKGROUND PAPERS  
Budget 2015/16 (Full Council 25 February 2015) 


