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Summary 
 
The report addresses the requirement for the Joint Committee to approve the 
draft statement of accounts for the 2010 – 2011 financial year and appoint an 
external auditor. 
 

 
 
 

1. Budget and Policy Framework 
 
1.1 The Memorandum of Agreement and the Accounts and Audit 

Regulations 2003 require formal statements to be approved by the 
Joint Committee and these are provided at Appendix 1 to this report. 

 
2. Final Outturn 2010-2011 
 
2.1 The budget for 2010/11 was set at achieving breakeven, however 

continuing poor market conditions resulted in a forecast deficit of 
£84,000 being reported to Joint Committee on 20th January 2011. The 
committee also agreed that the partners be required to fund one-off 
early retirement costs of £59,000 in 2010/11, generating more than 
equivalent ongoing annual savings. 

 
2.2 An outturn deficit of £71,000 has now been established, an 

improvement of £13,000 on the forecast reported to Joint Committee in 
January. Early retirement costs remain at £59,000.  Table 1 below 
provides further detail of the outturn and resultant partner contributions.  
 
 
 
 
 



 
 

Table 1  
 
  January Committee Actual  

STG OUTTURN v 
BUDGET 

2010-11 
Budget 

 
 

£000s 

2010-11 
Forecast 

 
 

£000s 

2010-11 
Early 

Retirement 
Costs 
£000s 

2010-11   
 
 
 

£000s 

2010-11 
Early 

Retirement 
Costs 
£000s 

Total expenditure 1,601 1,550 59 1,483 59 
Fee income (1,169) (1,034) 0 (980) 0 
Partner contributions 
(public protection) 

(432) (432) 0 (432) 0 

Net Deficit / (Surplus) 0 84 59 71 59 
      
Contributions – Public 
Protection 

     

- Gravesham 86 86  86  
- Swale 117 117  117  
- Medway 229 229  229  
      
Contributions - Deficit      
- Gravesham  17 12 14 12 
- Swale  23 16 19 16 
- Medway  44 31 38 31 
 
 
 
 
2.3 The accounts for 2010/11 are complicated by new Building Control 

Charging Regulations which impacted on STG from October 2010. 
These meant that, although the Joint Committee now sets its own 
charging policy (rather than regulated fees), it is still required to 
demonstrate ‘breakeven’ on chargeable work over a period of time.  

 
2.4 Further analysis has established that the deficit of £71,000 is split 

£17,000 (April – September 2010), £54,000 (October 2010 – March 
2011). Although the partners will be billed for their share of the full 
deficit, they have the option of ‘rolling’ forward their share of the 
£54,000 in a ‘negative reserve’ against which future surpluses can be 
offset (rather than charging the revenue account in 2010/11 – See 
Table 2.  

 
 
 
 
 
 
 
 
 
 



 
 
Table 2 
 
ANALYSIS OF COSTS / 
INCOME 

2010-11   
 
 

£000s 

2010-11  
Non 

Chargeable 
£000s 

2010-11  
Chargeable 
Apr-Sept 
£000s 

2010-11  
 Chargeable 
Oct-Mar 
£000s 

Total expenditure 1,483 432 558 493 
Fee income (980)  (541) (439) 
Partner contributions 
(public protection) 

(432) (432)   

Net Deficit / (Surplus) 71 0 17 54 
     
Contributions – Public 
Protection 

 £ £ £ 

- Gravesham 86 86   
- Swale 117 117   
- Medway 229 229   
     
Contributions - Deficit     
- Gravesham 14  3,408.37 10,695.74 
- Swale 19  4,601.30 14,439.25 
- Medway 38  9,032.18 28,343.71 
 
 
2.5 The ‘early retirement’ contributions of £59,000 (Medway £31,270, 

Swale £15,930 and Gravesham £11,800 are not included in Table 2) 
 
3. Statement of Accounts 
 
3.1 The draft statements for approval are attached at Appendix 1.  These 

include 
 
3.1.1 Section 1 – Statement of Accounts 
 
3.1.2 Section 2 – Governance Statement 

This section summarises the expectation on the Joint Committee in the 
way it manages the Partnership. 

 
3.1.3 Section 3 – External auditor’s certificate and opinion 

To be completed in due course by the external auditor with any issues 
reported back to the Joint Committee. 

 
3.1.4 Section 4 – Annual Internal Audit Report 

The accounts of the Partnership are currently hosted by Medway 
Council and maintained on Medway’s financial systems.  As such there 
was no bespoke internal audit of the Partnership in 2010/2011 but the 
Audit Service Manager is able to provide the necessary certification on 
the basis of work undertaken on Medway’s systems. 

 
3.2 This format of the accounts is an abridged format as agreed with the 

Joint Committee’s external auditors, for the last three years, PKF Ltd. 



They have recently confirmed that new audit regulations will allow the 
Joint Committee to continue with this format under a ‘limited assurance’ 
audit regime. This is important to the Joint Committee in two respects:- 

• If the full audit code were required to be followed, there would 
be a significant additional workload fall on the finance team at 
Medway Council which would result in additional cost to the 
Joint Committee. 

• PKF have advised that the audit fee payable would increase 
from £2,500 to in excess of £10,000 per annum were a full audit 
to be undertaken; 

 
3.3 Following approval of these draft accounts by the Joint Committee the 

external audit will commence including the opportunity for the general 
public to inspect the financial records.  In due course the external 
auditor will report back to the Joint Committee on his findings. 

 
4. Appointment of the External Auditor 
 
4.1 As noted above, PKF Ltd have acted as the Joint Committee’s external 

auditor for the 2007/8 to 2009/10 financial statements. However, the 
Audit Commission recently contacted the s151 Officer to notify that it 
intended to change the appointee to a member of its Audit Practice, a 
Jackie Bellard, with effect from the 2010/11 accounts. 

 
4.2 There was some concern at this proposal as PKF are also the auditors 

for Medway Council (who act as accountable body to the Joint 
Committee) and it seemed entirely logical for them to continue as the 
auditor to the Joint Committee. However, the Audit Commission have 
responded that (for contractual reasons) this could only happen if a ‘full 
code’ audit was undertaken as discussed in paragraph 3.2 above. 

 
4.3 If any change to the Audit Commission’s stance is forthcoming, it will 

be reported verbally to the meeting. Otherwise the Joint Committee is 
requested to agree the appointment of Jackie Bellard, of the Audit 
Commission’s Audit Practice, as external auditor to the Joint 
Committee for the 2010/2011 and 2011/2012 financial statements. The 
future role of the Audit Commission or any successor is unclear beyond 
March 2012.  

 
5. Financial Implications 
 
5.1 These are contained within the body of this report.   

 
6. Legal Implications 
 
6.1 There is a legal requirement for the Joint Committee to approve the 

draft Statement of Accounts. 
 
 
 



 
 

7. Recommendations 
 

7.1 That the Joint Committee: 
- notes the outturn for 2010-2011 and respective partner 

contributions as presented in Table 1. 
- approves the Statement of Accounts as presented at Appendix 

1 
- approves the appointment of Jackie Bellard, of the Audit 

Commission, as auditor to the Joint Committee for the 2010/11 
and 2011/12 financial statements. 

 
8. Suggested Reasons for Decisions 
 
8.1 The Joint Committee has a key role in monitoring the performance of 

the Partnership and is required to approve the Statement of Accounts. 
 
Lead officer contact 
 
Mick Hayward, S151 Officer, South Thames Gateway Building Control 
Partnership, Compass Centre, Chatham Maritime, Kent, ME4 4YH 
Tel: 01634 332220 
 


