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SUBJECT   :       FINAL ACCOUNTS 2011-12 
 
 
Summary 
 

1. The Authority is required to approve its final accounts for publication before 
the end of September.  This report provides an overview of the accounts, 
which should be considered in conjunction with the Audit Commission 
Governance Report presented prior to this item. 

 
2. With the approval of the Audit Commission, full copies of the accounts have 

not been attached to this report (in consideration of their length) but the 
foreword is attached as Appendix A. Hard copies of the accounts were made 
available in Group rooms prior to the meeting and are available in electronic 
format upon request. 

 
Recommendation 
 
      That Members: 

 
[1] Formally approve the accounts for publication;  
[2] Note the current balances of the Authority’s reserves; and 
[3]  Approve the use of part of the under spend to offset liabilities in respect 

of injury pensions. 
 
 
Background 
 

3. The 2011-12 annual review, reported to the Performance and Overview 
Committee in July, identified a forecast underspend on Authority budgets of 
£71k, and an underspend on Service budgets of £1.2m, in total an 
underspend against all revenue budgets of £1.29m.   

 
4. The draft final accounts had already been reported to the Closure of Accounts 

Committee on 20th June 2012.   
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Final Accounts 
 

5. The Authority’s external auditors, the Audit Commission, have now completed 
their audit and intend to issue an unqualified opinion.  This means that they 
are satisfied that the accounts reflect fairly the financial position of the 
Authority.  The Annual Governance Report also comments favourably on the 
systems of internal financial control and financial planning of the Authority. 

 
6. The final audited accounts show an underspend on revenue of £1.289m 

against a budget of £44.328m.  Details of this can be seen in Note 30 in the 
accounts. The Authority has adopted a financial health target that requires the 
final outturn position to be within 1% of the Mid Year Review forecast.  The 
Mid Year Review position reported to Members projected a slight overspend 
of £21k.  At the time the report was written the full impact of the injury 
pensions liability had not been identified.  In order to manage the full impact of 
this (around £1.2m), the Authority delayed part of its programme to repay 
debt, and further underspends, particularly on continuing vacancies in Service 
Delivery and Community Fire Protection and underspends in Human 
Resources, were earmarked to ensure that the liability could be 
accommodated in 2011-12.  This has resulted in a larger than target change 
from the Mid Year position, (around 3%), but given the circumstances this 
approach is considered prudent  

 
7. The Authority’s Balance Sheet shows a significant liability of £350m in respect 

of International Accounting Standard IAS19. This is an accounting standard 
which requires every Local Authority to estimate all its future pension 
liabilities, in respect of existing pensioners and current staff, and does not 
represent an immediate call on resources.  It is a liability which accrues over 
the lifetime of pensioners and staff. 

 
8. The effect of IAS19 is that it makes the Balance Sheet look as though we are 

significantly indebted as an Authority.  Whilst we cannot ignore future pension 
liabilities completely, removing IAS19 would demonstrate that the Authority’s 
net assets are worth £48m. 

 
9. It is also worth noting that the final accounts have been slightly amended to 

reflect minor issues identified during the audit, although none of the changes 
are significant and none are worthy of further comment in this report. 
 

10. Since presenting the draft accounts to the Closure of Accounts Committee, 
note 46 has been expanded to reflect an additional contingent liability.  
Members will be aware of changes in the Part Time Workers’ Regulations 
which mean that payments have been made to On Call Firefighters backdated 
to 2000. The changes also mean that liability in respect of Employer Pension 
Contributions has been identified, but it is as yet unclear how much this will 
amount to.  There is also uncertainty over whether Central Government will 
assume responsibility for some or all of the liability. As a result we are 
including this item as a contingent liability, meaning that we have identified the 
issue but are unable to quantify it.   
 

 
 



Item 3 
Cheshire Fire Authority  

19 September 2012 
 
 
 
Reserves 

 
11. The General Reserve has a balance of £6.5m which helps protect the 

Authority against the possibility of a significant financial consequence.  This is 
assessed against the Authority’s corporate risks.  The next risk assessment of 
the level of this Reserve will be conducted early in 2013 in order to inform the 
2013-14 budget setting process. 

 
12. Other reserves which the Authority holds are earmarked for specific purposes, 

for example the Community Risk Reduction reserve of £742k, and the IRMP 
reserve of £2.4m.   At this particularly challenging time, it is considered 
prudent to ensure that the Authority retains the capability to quickly respond to 
changing circumstances, and the ability to call on reserves will be a key part 
of the Authority’s strategy in delivering future IRMPs.. 
 

Options for the use of the Underspend 
 

13. As reported above, the Authority is showing an underspend of £1.289m and 
this underspend has been planned to ensure that the impact of the need to 
repay the liability in respect of injury pensions can be accommodated. That 
liability amounts to £1.211m and it is recommended that this amount of the 
underspend is earmarked to offset it. It is recommended that the balance of 
£78k is transferred to the IRMP reserve for use in smoothing out the impact of 
the Authority’s strategy for cost reduction towards 2021. 

 
Capital 
 

14. The Authority has a financial health indicator which requires slippage to be no 
more than 25% of the capital programme. The Authority invested £2.7m in 
non current assets in 2011-12.  Of this £961k was in relation to donated 
assets, meaning that £1.75m was spent against its own capital programme.  
Slippage of approximately £780k has been identified.  This represents 
approximately 21% of the current live programme. Key reasons for the 
slippage are that the vehicle replacement programme has spanned financial 
years and the scheme to refurbish Chester Station has been revised during 
the year.  

 
Impact Assessment 
 

15. Legal – the approval and publication of the accounts meets the Authority’s 
legal obligations. 

 
16. Equality and diversity – copies of the accounts are available in Braille, large 

type and other languages.  There are no issues raised within the paper 
around differentiation of impact on our communities. 
 

17. Financial – the paper deals with financial issues. 
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18. Environmental - copies of the accounts will be made available extensively in 

electronic format, but the number of hard copies published will be kept to a 
minimum in recognition of the environmental impact. 
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