
Report to: Audit and 
Governance 
Committee

Date of Meeting: Wednesday 24 July 
2019

Subject: Statement of Accounts 2018/2019

Report of: Head of Corporate 
Resources

Wards Affected: (All Wards);

Portfolio:

Is this a Key 
Decision:

No Included in 
Forward Plan:

No

Exempt / 
Confidential 
Report:

No

Summary:

To present the final audited 2018/2019 Statement of Accounts, including the Annual 
Governance Statement, for consideration and approval.  In addition, the proposed “Letter 
of Representation” letter from Sefton to Ernst & Young LLP (EY) is attached for approval.

Recommendation(s):
The Audit and Governance Committee is asked to: 

(1) Approve the 2018/2019 Statement of Accounts; 

(2) Approve the Annual Governance Statement;

(3) Note the comments of Ernst & Young LLP; and,

(4) Approve the Letter of Representation and Authorise the Chair and the 
Head of Corporate Resources to sign it on the Council’s behalf.

Reasons for the Recommendation(s):
The Council, or nominated Committee charged with responsibility for Governance, must 
approve the Statement of Accounts, including the Annual Governance Statement.  The 
Audit and Governance Committee has been delegated with this responsibility and is 
required to approve the audited Accounts for 2018/2019 by 31 July 2019.  

Alternative Options Considered and Rejected: (including any Risk Implications)
None

What will it cost and how will it be financed?

(A) Revenue Costs
None

(B) Capital Costs
None



Implications of the Proposals:

Resource Implications (Financial, IT, Staffing and Assets):
None

Legal Implications:
This report complies with legislation, particularly the requirements of the Accounts and 
Audit (England) Regulations 2015

Equality Implications:

There are no equality implications.

Contribution to the Council’s Core Purpose:

Protect the most vulnerable: Not applicable

Facilitate confident and resilient communities: Not applicable

Commission, broker and provide core services: Not applicable

Place – leadership and influencer: Not applicable

Drivers of change and reform: Not applicable

Facilitate sustainable economic prosperity: Not applicable

Greater income for social investment: Not applicable

Cleaner Greener: Not applicable

What consultations have taken place on the proposals and when?

(A) Internal Consultations

The Head of Corporate Resources has been involved in the preparation of this report.
(FD 5721/19).

The Head of Regulation and Compliance (LD 4845/19) has been consulted and has no 
comments on the report.

(B) External Consultations 
None

Implementation Date for the Decision
Immediately following the Committee.



Contact Officer: Paul Reilly
Telephone Number: Tel: 0151 934 4106
Email Address: paul.reilly@sefton.gov.uk

Appendices:
The following appendix is attached to this report: 

Appendix A – Statement of Accounts 2018/2019
Appendix B – Executive Summary 2018/2019
Appendix C – Audit Results Report – Ernst & Young – to follow
Appendix D – Letter of Representation – to follow

Background Papers:

There are no background papers available for inspection.



1. Background

1.1 Since 2010/2011 the Audit and Governance Committee is only required to 
approve the Statement of Accounts following the completion of the Audit.  The 
draft Statement of Accounts was presented to this Committee in June 2019 to 
provide members with additional time to consider the key aspects of the accounts 
in advance of this meeting.  

1.2 Section 2 discusses the content of the Statement of Accounts and highlights the 
presentational changes and additional disclosures that are included in the 
2018/2019 Statement.  The approval of the Annual Governance Statement is 
considered in Section 3.  

 
1.3 At the time of writing this report, Ernst & Young (EY) have now completed the 

majority of the audit of the 2018/2019 Statement of Accounts with only a small 
number of items still to be completed.  The report from EY on the financial 
statements (including formal opinion on the accounts) is discussed in Sections 4 
and 5 (the report will be forwarded once available).

 
1.4 As part of the formal process to approve the Accounts, the Committee is required 

to authorise Sefton’s “Letter of Representation” to EY.  This basically 
acknowledges the Council’s responsibilities in preparing the Accounts and 
confirms whether there have been any material changes to the financial 
circumstances contained in the Accounts that EY should be made aware of.  This 
is considered further in Section 6. 

2 The Content of the Statement of Accounts
  
2.1 The 2018/2019 Statement of Accounts is an important document, which aims to 

provide clear information about the Authority’s finances for the year and is 
intended to answer:

 What the Authority’s services cost for the year?
 Where the money comes from to pay for these services?
 What were the Authority’s assets and liabilities at the year-end?

2.2 On 1 March 2018, the Council approved a revenue budget for 2018/2019 of 
£223.305m which included £1.026m relating to the expenditure of Parish 
Councils.

2.3 At that time, it was anticipated that balances for non-school budgets would total 
£7.209m at 31 March 2018.  As a result of an underspend of £1.923m in 
2017/2018 the anticipated year-end balances position was revised to £9.132m. 
The 2018/2019 Budget assumed no use of general balances.  However, Cabinet 
on 26 July 2018 approved that the underspend from 2017/2018 would be held to 
support the budget in 2018/2019 in light of the significant pressures being 
experienced by some services.   Therefore, anticipated balances as at 31 March 
2019 were forecast to be £7.209m.



2.4 Overall, actual expenditure for 2018/2019 on General Fund services (excluding 
Schools' delegated expenditure) was £0.330m lower than the Base Estimates. 
This has reduced General Fund Balances by £1.593m rather than the £1.923m 
reduction assumed.  The Authority's Non-School General Fund balances at 31 
March 2019 shown in the Draft Statement of Accounts are therefore £7.539m.

2.5 The Statement of Accounts (attached as Appendix A) and the Executive 
Summary (attached as Appendix B) are also important in: -

 Demonstrating proper stewardship of public monies;
 Providing evidence of the quality and robustness of the Authority’s financial 

systems and processes;
 Indicating that current financial performance, monitoring and the Medium 

Term Financial Plan are integrated processes which will assist the Council 
in improving its financial standing;

 Providing the key financial information, which will enable future plans and 
decisions to be made on the basis of known facts and available financial 
resources; and

 Providing a key line of communication to stakeholders on the Council’s 
current financial performance.  The draft Statement of Accounts will be 
available online on Sefton’s website from the beginning of July.

2.6 The Statement of Accounts includes a Narrative Report, which focuses on the 
most significant matters reported in the document.  A brief explanation of each 
Section is also provided (highlighting what it is intended to show) to aid the 
understanding of the Accounts.

2.7 For 2018/2019 there have been no significant changes to how the Statement of 
Accounts are produced or presented.  There have been some minor technical 
accounting changes, which are outlined in the Narrative Report.  These have no 
impact on the Council’s revenue outturn position.

3 Annual Governance Statement

3.1 The “Annual Governance Statement” is required to be presented with the 
Statement of Accounts.  The statement is included as section 11 of the Council’s 
Accounts and needs to be formally accepted by this Committee.  

4 Significant Accounting Matters / Corrected Misstatements

4.1 At the time of writing this report, the EY Report to those charged with Governance 
is still being finalised.  This is due to additional work being required following the 
Supreme Court’s decision on 27 June 2019 in the McCloud and Sargeant 
pensions case.  This has required the Council to re-engage the actuary to produce 
updated figures and disclosures to reflect the decision.  The impact of the 
changes is described in paragraph 4.3.

4.2 The EY Report to those charged with Governance will be attached at Appendix 
C. It gives details of the significant audit and accounting matters to consider and 
the material misstatements identified as part of their audit work which have been 



corrected.  These items are listed below and more details will be found in the EY 
Report:

4.3 Post Balance Sheet Event - McCloud and Sargeant Pensions Case
On 27 June 2019, the Supreme Court denied the Government’s request for an 
appeal in the McCloud and Sargeant case in respect of age discrimination and 
pension protection.  They ruled that the transitional protections afforded to older 
members when the Public Service Pension Schemes were amended constituted 
unlawful age discrimination.  At this stage, it is uncertain whether or not there will 
be an issue for the Local Government Pension Scheme and its employers, nor is it 
clear what the exact extent would be of any required changes.  The potential 
effects if the transitional protections need to be extended to younger members of 
the scheme have been included in the final version of these Statement of 
Accounts.  The Pension Liability and Reserve have both increased by £13.533m, 
with an additional charge to the Deficit on Provision of Services of £9.254m and to 
Other Comprehensive Income and Expenditure of £4.279m.  

4.4 Areas of Audit Focus:
EY had three main areas of audit focus: Fraud in revenue recognition; Risk of 
fraud or error (management override of controls) and valuation of land and 
buildings.  No significant issues have been found by EY.

4.5 Unadjusted Audit Differences
 In addition to the pension issue outlined in paragraph 4.3., a judgement in 

October 2018 provided some clarity around the issue of Guaranteed Minimum 
Pension Equalisation.  EY have calculated that the exposure could be about 
£1.3m.  The actuaries of the Merseyside Pension Fund believe that it is not 
appropriate to include any provision for the judgement, at least at the present 
time, as it won’t impact on the Local Government Pension Scheme.  As the 
Council’s accounts have not been adjusted for the issue, EY have reported it as 
an immaterial unadjusted judgemental item.

 Centrally Retained DSG Earmarked Reserves are in deficit by £0.230m at the 
end of 2018/2019. Accounting Standards do not allow for negative Earmarked 
Reserves.  This is a known issue nationally and is being considered by CIPFA 
and the Department for Education.  EY are not proposing any change given the 
level of materiality of the balance.

4.6 Adjusted Audit Differences: 
 The treatment of the transfer of the balance on the Available for Sale Financial 

Instruments Reserve to the Pooled Investment Funds Adjustment Account has 
been amended.  This has increased the Deficit on Provision of Service by 
£0.529m with a corresponding reduction in Other Comprehensive Income and 
Expenditure.

 Short-Term Payables and Receivables have both been increased by £0.690m 
due to a misclassification of two year-end balances.

 The draft Statement of Accounts included Prior Year Adjustments for 2017/2018 
relating to transfers of functions between Services.  In the final accounts the 
2017/2018 figures have been restated to their original figures and the impact of 
the changes in functions is now just shown in Note 1 to enable comparability 
rather than as Prior Period Adjustments.



 Due to a misclassification, Note 5 has been amended to reduce both 
Expenditure (Other Service Expenditure) and Income (Government Grants and 
Contributions) by £0.892m.

4.7 It should be noted that all these adjustments have no impact on the General Fund 
position reported in paragraph 2.3. 

4.8 A number of narrative changes have also been made to try to ensure some 
elements of the Statement of Accounts are more understandable.

4.9 The Statement of Accounts will need to be adjusted if any further items are 
identified by EY.  These items will be reported verbally at the Committee meeting. 

5 Ernst & Young’s Report to those charged with Governance

5.1 The report covers the audit of the Statement of Accounts and Value for Money 
work undertaken by EY.  Staff from EY will be present at the meeting to provide a 
brief summary of the issues contained in the report and to answer any questions 
Members may have.

5.2 With regard to the Accounts issues, these are discussed in Section 4 above.  At 
the time of writing the report, EY had a small number of items to conclude; 
however, they anticipate that an unqualified opinion will be issued.

5.3 EY have a responsibility to carry out sufficient and relevant work in order to 
conclude on whether the Council has put in place proper arrangements to secure 
economy, efficiency and effectiveness in the use of resources.  EY anticipate 
issuing an unqualified value for money conclusion which has been based on a 
local programme of audit work.

5.4 EY’s report also makes recommendations in relation to weaknesses identified in 
internal control systems.  Officers have considered the recommendations and the 
report includes their response to each issue.

6 Letter of Representation

6.1 The Council is required to provide a letter of representation to the Auditor at the 
conclusion of the audit.  This acknowledges the Council’s responsibilities in 
preparing the Accounts and provides the assurance to EY that no new information 
or decisions have been taken that would materially affect the Statement of 
Accounts for the year.  Sefton’s letter will be attached at Appendix D.  No issues 
or decisions have been made / need to be disclosed.  The letter has to be signed 
by the Chair of the Audit and Governance Committee and the Head of Corporate 
Resources.


