
Appendix A to the Board Representation Letter of Rutland County Council: 
Definitions 
 
Financial Statements 
 
A complete set of financial statements comprises: 

 Comprehensive Income and Expenditure Statement for the period 
 Balance Sheet as at the end of the period 
 Movement in Reserves Statement for the period 
 Cash Flow Statement for the period 
 Notes, comprising a summary of significant accounting policies and other 

explanatory information, and 
 Balance Sheet as at the beginning of the earliest comparative period (ie a 

third Balance Sheet) when an authority applies an accounting policy 
retrospectively or makes a retrospective restatement of items in its financial 
statements, or when it reclassifies items in its financial statements.  

 
A local authority is required to present group accounts in addition to its single entity 
accounts where required by chapter nine of the CIPFA/LASAAC Code of Practice on 
Local Authority Accounting in the United Kingdom 2012/13.  

A housing authority must present: 

 a HRA Income and Expenditure Statement; and 
 a Movement on the Housing Revenue Account Statement. 

 
A billing authority must present a Collection Fund Statement for the period showing 
amounts required by statute to be debited and credited to the Collection Fund 

For pension funds participating in the following pension schemes, pension fund 
accounts must be prepared by the local authority that administers the Pension Fund: 

a) the Local Government Pension Scheme (in England and Wales) 

b) the Local Government Pension Scheme (in Scotland). 

For pension funds participating in the following pension schemes, pension fund 
accounts must be prepared: 

a) the Firefighters’ Pension Scheme for England 

b) the Firefighters’ Pension Scheme for Wales 

c) the Police Pension Scheme in England and Wales.The financial statements 
of a defined benefit pension fund and of police authorities and fire and rescue 
service authorities in England and Wales must contain: 

a) A fund account disclosing changes in net assets available for benefits.  

b) A net assets statement showing the assets available for benefits at the year 
end. 

c) Notes to the accounts.  

Material Matters 
 



Certain representations in this letter are described as being limited to matters that 
are material. 

IAS 1.7 and IAS 8.5 state the following: 

Material omissions or misstatements of items are material if they could, individually 
or collectively, influence the economic decisions that users make on the basis of the 
financial statements.  Materiality depends on the size and nature of the omission or 
misstatement judged in the surrounding circumstances.  The size or nature of the 
item, or a combination of both, could be the determining factor.   

Fraud 
 
Fraudulent financial reporting involves intentional misstatements including omissions 
of amounts or disclosures in financial statements to deceive financial statement 
users.   

Misappropriation of assets involves the theft of an entity’s assets.  It is often 
accompanied by false or misleading records or documents in order to conceal the 
fact that the assets are missing or have been pledged without proper authorisation.   

Error 
 
An error is an unintentional misstatement in financial statements, including the 
omission of an amount or a disclosure.   

Prior period errors are omissions from, and misstatements in, the entity’s financial 
statements for one or more prior periods arising from a failure to use, or misuse of, 
reliable information that: 

a) was available when financial statements for those periods were authorised for 
issue, and 

b) could reasonably be expected to have been obtained and taken into account 
in the preparation and presentation of those financial statements. 

Such errors include the effects of mathematical mistakes, mistakes in applying 
accounting policies, oversights or misinterpretations of facts, and fraud.  

Management 
 
For the purposes of this letter, references to “management” should be read as 
“management and, where appropriate, those charged with governance”.   

 



 

Related parties 
 
Parties are considered to be related if one party has the ability to control the other 
party or exercise significant influence over the other party in making financial and 
operating decisions or if the related party entity and another entity are subject to 
common control.  

Related parties include: 

a) entities that directly, or indirectly through one or more intermediaries, control, 
or are controlled by the authority (ie subsidiaries); 

b) associates; 

c) joint ventures in which the authority is a venture; 

d) an entity that has an interest in the authority that gives it significant influence 
over the authority; 

e) key management personnel, and close members of the family of key 
management personnel; and 

f) post-employment benefit plan (pension fund) for the benefit of employees of 
the authority, or of any entity that is a related party of the authority.  

 
Key management personnel are all chief officers (or equivalent), elected members, 
chief executive of the authority and other persons having the authority and 
responsibility for planning, directing and controlling the activities of the authority, 
including the oversight of these activities.  

The following are deemed not to be related parties by the CIPFA/LASAAC Code of 
Practice on Local Authority Accounting in the United Kingdom 2012/13: 

a) providers of finance in the course of their business in that regard and trade 
unions in the course of their normal dealings with an authority by virtue only of 
those dealings; and 

b) an entity with which the relationship is solely that of an agency.  

 
Related party transaction 
 
Related party transaction is a transfer of resources or obligations between related 
parties, regardless of whether a price is charged. Related party transactions exclude 
transactions with any other entity that is a related party solely because of its 
economic dependence on the authority or the government of which it forms part. 


