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Key messages 
This report summarises the findings from the 2011/12 audit which is substantially complete. It 

includes the messages arising from my audit of your financial statements and the results of the 

work I have undertaken to assess your arrangements to secure value for money in your use of 

resources. 

Financial statements 

As at 19 September 2012 I expect to issue an unqualified audit opinion. 

The financial statements submitted for audit were submitted in accordance with the locally agreed timetable. The statements were complete and 
responses to audit questions were promptly addressed.  During the audit, officers agreed to make adjustments to the accounts in response to our 
recommendations.   

Value for money (VFM) 

I expect to conclude that you have made proper arrangements to secure economy, efficiency and effectiveness in your use of resources. This 
conclusion is based on our work which has looked at the following criteria: 
■ Securing financial resilience; and 
■ Securing economy, efficiency and effectiveness. 

Certificate 

I am required to certify the completion of my audit to confirm that my responsibilities, as the appointed auditor, have been fully discharged.  I expect to 
complete all outstanding work by 30 September 2012 and issue my certificate with the audit opinion on the financial statements by that date. 

Audit Commission Annual governance report 3 



 

 

 
 

 

 
 

Before I give my opinion and
conclusion 
My report includes only matters of governance interest that have come to my attention in 

performing my audit. I have not designed my audit to identify all matters that might be relevant 

to you. 

Independence 

I can confirm that I have complied with the Auditing Practices Board's ethical standards for auditors, including ES 1 (revised) - Integrity, Objectivity 
and Independence. 

I am not aware of any relationships that may affect the independence and objectivity of the Audit Commission, the audit team or me, that I am 
required by auditing and ethical standards to report to you.  

The Audit Commission’s Audit Practice has not undertaken any non-audit work for the Authority in 2011-12 

I ask the Audit Committee to: 

■ take note of the adjustments to the financial statements included in this report (appendices 2 and 3); and 
■ approve the letter of representation (appendix 4), on behalf of the Authority before I issue my opinion and conclusion 
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Financial statements 

The Authority’s financial statements and annual governance statement are important means by 

which the Authority accounts for its stewardship of public funds. As elected Members you have 

final responsibility for these statements. It is important that you consider my findings before 

you adopt the financial statements and the annual governance statement. 

Opinion on the financial statements 

Subject to satisfactory clearance of outstanding matters, I plan to issue an audit report including an unqualified opinion on the financial statements. 
Appendix 1 contains a copy of my draft audit report. 

Uncorrected errors 

At the time of writing there is one non material, non trivial, error which officers have not agreed to correct.   

The uncorrected error is an accrual of a debtor totalling £134,570 for partial recovery of professional fees incurred up to 31 March 2012 in connection 
with the need to repair the Nene Centre roof.  The Council’s legal advisors have indicated that it is highly probable that these costs will be 
recoverable. However the principles for revenue recognition in the Statement of Recommended Practice state that income should be virtually certain 
to be recoverable before being recognised with the financial statements.  As the ability of the Council to recover these costs is dependent on an 
arbitration process which has not yet started it is my view this sum should be recognised as a contingent asset in the 2011-12 statement of accounts. 

The impact of this uncorrected error is to overstate earmarked reserves by £134,570. 

I will update you at the meeting should any such further errors arise. 

Audit Commission Annual governance report 5 



 

 

 
 

 

 
 

 

 
 

 
 

 
 

 

 

Corrected errors 

My audit identified some errors in the draft financial statements submitted for audit. They relate to the movement in reserves statement, 
comprehensive income and expenditure statement, balance sheet and disclosure notes.  A summary of the material errors is attached at Appendix 3. 

In addition, a number of other non material errors were identified and corrected. These included changes in the calculation of the valuation of assets 
included at depreciated replacement cost and the refinement of accounting estimates.  These amendments resulted in a reduction in your earmarked 
reserve balance of £44,954. 

Some minor errors and inconsistencies in disclosure were identified in the financial statements, rounding errors, some inconsistencies between notes 
and prior year information being incorrect. These were of a presentational nature and I have therefore not listed them individually in this report. 

Significant risks and my findings 

I reported to you in my 2011/12 Audit Plan the significant risks that I identified relevant to my audit of your financial statements. In Table 1 I report to 
you my findings against each of these risks. 

Table 1: Risks and findings 

Risk Finding 

Implementation of new payroll system. I undertook the following work on your new payroll system 
■	 Review of management oversight of the rollover of transactions to the new payroll 

system 
■	 Testing of detail on the operation of the new system and the migration of financial 

information from the old to the new payroll system. 
No weakness or issues were identified that I need to bring to your attention. 
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Significant weaknesses in internal control 

It is the responsibility of the Authority to develop and implement systems of internal financial control and to put in place proper arrangements to 
monitor their adequacy and effectiveness in practice. My responsibility as your auditor is to consider whether the Authority has put adequate 
arrangements in place to satisfy itself that the systems of internal financial control are both adequate and effective in practice. 

I have tested the controls of the Authority only to the extent necessary for me to complete my audit. I am not expressing an opinion on the overall 
effectiveness of internal control. I have reviewed the Annual Governance Statement and can confirm that: 
■	 it complies with the requirements of CIPFA/SOLACE Delivering Good Governance in Local Government Framework; and 
■	 it is consistent with other information that I am aware of from my audit of the financial statements. 

There were no weaknesses in internal control identified during the audit that I need to bring to your attention. 

Other matters 

I am required to communicate to you significant findings from the audit and other matters that are significant to your oversight of the Authority’s 
financial reporting process including the following. 

■	 Qualitative aspects of your accounting practices 
■	 Matters specifically required by other auditing standards to be communicated to those charged with governance. For example, issues about 

fraud, compliance with laws and regulations, external confirmations and related party transactions. 
■	 Other audit matters of governance interest 

There are no such issues that I need to bring to your attention. 

Whole of Government Accounts 

Alongside my work on the financial statements, I also review and report to the National Audit Office (NAO) on your Whole of Government Accounts 
return. As at 19 September 2012 I have not completed the procedures specified by the NAO. I expect to complete my report to the NAO by 30th 
September 2012. 
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Value for money 
I am required to conclude whether the Authority put in place proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources. This is the value for money 
conclusion. 
I assess your arrangements against the two criteria specified by the Commission. In my 2011/12 Audit Plan I reported to you the significant risks that 
were relevant to my conclusion. I have set out below my conclusion on the two criteria, including the findings of my work addressing each of the risks 
I identified. 

I intend to issue an unqualified conclusion stating that the Authority has proper arrangements to secure economy, efficiency and effectiveness in the 
use of its resources. I include my draft conclusion in Appendix 1. 

Table 2: Value for money conclusion criteria and my findings 

Criteria Risk Findings 

1. Financial resilience  

The organisation has proper arrangements in 
place to secure financial resilience. 
Focus for 2011/12:  
Whether the organisation has robust systems 
and processes to manage effectively financial 
risks and opportunities, and to secure a stable 
financial position that enables it to continue to 
operate for the foreseeable future. 

Since April 2011 the Council has had 3 
S151 officers and the Council currently has 
temporary arrangements in place until a 
permanent appointment can be made. 
Financial control can sometimes become 
stretched during periods of change to 
organisational structures and governance 
arrangements such as this. Coupled with 
the continuing financial pressures facing 
the public sector this increases risks to the 
delivery of financial plans in the current or 
future years. 

The Council has now entered into an arrangement 
where S151 responsibilities are provided by an 
officer from Northamptonshire County Council. It has 
also recruited a permanent replacement Finance 
Manager. 
The Authority's 2011/12 outturn position represented 
a net underspend of £582k against its budget and 
with what was reported during the year.  The Council 
is undertaking a review of the underspend to 
establish whether the savings achieved are solely in 
relation to 2011/12, or whether they are ongoing for 
future years. 
The Council has set a balanced budget for 2012/13. 
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Criteria Risk Findings 

The Council has updated  its Medium Term Financial 
Strategy in February 2012, aligned with its objectives 
and performance both in terms of finances and 
service delivery are being monitored regularly. 
The Medium Term Financial Strategy is refreshed 
annually in accordance with a planned timetable. 

2. Securing economy efficiency and 
effectiveness 

The organisation has proper arrangements for 
challenging how it secures economy, efficiency 
and effectiveness. 
Focus for 2011/12:  
Whether the organisation is prioritising its 
resources within tighter budgets, for example by 
achieving cost reductions and by improving 
efficiency and productivity. 

The risks outlined above could disrupt the 
Council’s established arrangements for 
securing economy, efficiency, and 
effectiveness. 

The Council is continuing to identify ways to secure 
efficiency and cost savings: 
■	 It re-let its waste contract in 2011/12 which 

included projected savings of approximately 20% 
against its previous contract 

■	 Extending the current arrangement with EnCor to 
include the provision of payroll services when the 
Council’s own payroll system required 
replacement. 
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Fees 

I reported my planned audit fee in the 2011/12 Audit Plan. 

I will complete the audit within the planned fee. 

Table 3: Fees 

Planned fee 2011/12 (£) Expected fee 2011/12 (£) 

Audit 98,567 98,567 

Claims and returns 21,000 21,000 

Non-audit work 

Total 119,567 119,567 

The Audit Commission has paid a rebate of £7,885 to reflect attaining internal efficiency savings, reducing the net amount payable to the Audit 
Commission to £90,682. 
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Appendix 1 – Draft independent 
auditor’s report 
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF EAST NORTHAMPTONSHIRE COUNCIL 
Opinion on the financial statements 

I have audited the financial statements of East Northamptonshire Council for the year ended 31 March 2012 under the Audit Commission Act 1998. 
The financial statements comprise the Movement in Reserves Statement, the Comprehensive Income and Expenditure Statement, the Balance 
Sheet, the Cash Flow Statement, and the Collection Fund and the related notes. The financial reporting framework that has been applied in their 
preparation is applicable law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2011/12.  

This report is made solely to the members of East Northamptonshire Council in accordance with Part II of the Audit Commission Act 1998 and for no 
other purpose, as set out in paragraph 48 of the Statement of Responsibilities of Auditors and Audited Bodies published by the Audit Commission in 
March 2010. 

Respective responsibilities of the Chief Financial Officer and auditor 

As explained more fully in the Statement of the Chief Financial Officer’s Responsibilities, the Chief Financial Officer is responsible for the preparation 
of the Statement of Accounts, which includes the financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code of 
Practice on Local Authority Accounting in the United Kingdom, and for being satisfied that they give a true and fair view. My responsibility is to audit 
and express an opinion on the financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland). 
Those standards require me to comply with the Auditing Practices Board’s Ethical Standards for Auditors. 

Scope of the audit of the financial statements 

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance that the 
financial statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of: whether the accounting 
policies are appropriate to the Authority and Group’s circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the Chief Financial Officer; and the overall presentation of the financial statements. In 
addition, I read all the financial and non-financial information in the explanatory foreword to identify material inconsistencies with the audited financial 
statements. If I become aware of any apparent material misstatements or inconsistencies I consider the implications for my report. 
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Opinion on financial statements 

In my opinion the financial statements: 
•	 give a true and fair view of the financial position of East Northamptonshire Council as at 31 March 2012 and of its expenditure and income for 

the year then ended; and 
•	 have been prepared properly in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 

2011/12. 

Opinion on other matters 

In my opinion, the information given in the explanatory foreword for the financial year for which the financial statements are prepared is consistent 
with the financial statements. 

Matters on which I report by exception 

I report to you if: 
•	 in my opinion the annual governance statement does not reflect compliance with ‘Delivering Good Governance in Local Government: a 

Framework’ published by CIPFA/SOLACE in June 2007; 
•	 I issue a report in the public interest under section 8 of the Audit Commission Act 1998; 
•	 I designate under section 11 of the Audit Commission Act 1998 any recommendation as one that requires the Authority to consider it at a 

public meeting and to decide what action to take in response; or 
• I exercise any other special powers of the auditor under the Audit Commission Act 1998. 

I have nothing to report in these respects. 
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Conclusion on Authority’s arrangements for securing economy, efficiency and effectiveness in the use of resources 

Respective responsibilities of the Authority and the auditor 

The Authority is responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources, to 
ensure proper stewardship and governance, and to review regularly the adequacy and effectiveness of these arrangements. 

I am required under Section 5 of the Audit Commission Act 1998 to satisfy myself that the Authority has made proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources. The Code of Audit Practice issued by the Audit Commission requires me to report to 
you my conclusion relating to proper arrangements, having regard to relevant criteria specified by the Audit Commission. 

I report if significant matters have come to my attention which prevent me from concluding that the Authority has put in place proper arrangements for 
securing economy, efficiency and effectiveness in its use of resources. I am not required to consider, nor have I considered, whether all aspects of 
the Authority’s arrangements for securing economy, efficiency and effectiveness in its use of resources are operating effectively. 

Basis of conclusion 

I have undertaken my audit in accordance with the Code of Audit Practice, having regard to the guidance on the specified criteria, published by the 
Audit Commission in October 2011, as to whether the Authority has proper arrangements for: 
• securing financial resilience; and 
• challenging how it secures economy, efficiency and effectiveness. 

The Audit Commission has determined these two criteria as those necessary for me to consider under the Code of Audit Practice in satisfying myself 
whether the Authority put in place proper arrangements for securing economy, efficiency and effectiveness in its use of resources for the year ended 
31 March 2012. 

I planned my work in accordance with the Code of Audit Practice. Based on my risk assessment, I undertook such work as I considered necessary to 
form a view on whether, in all significant respects, the Authority had put in place proper arrangements to secure economy, efficiency and 
effectiveness in its use of resources. 

Conclusion 

On the basis of my work, having regard to the guidance on the specified criteria published by the Audit Commission in October 2011, I am satisfied 
that, in all significant respects, East Northamptonshire Council put in place proper arrangements to secure economy, efficiency and effectiveness in 
its use of resources for the year ended 31 March 2012. 
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Neil Bellamy 

District Auditor  

Audit Practice 
Audit Commission 
Unit 10, Whitwick Business Centre 
Whitwick Business Park 
Stenson Road 
Coalville, LE67 4JP 

September 2012 
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