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Audit & Governance Committee 
Wednesday 26 September 2012 
At 7:00 pm in the Council Chamber, Corby Cube, George Street, Corby. 

Present: - Councillors Addison (Chair), Butcher, Caine, Eyles, McKellar and Noble 

Also present:- Neil Bellamy, Trevor Croote – Audit Commission 

11. Apologies for Absence 
Apologies for absence were received from Cllrs Chaudhury and Stanbra.  Cllr Noble was 
present as a substitute for Cllr Chaudhury. 

12. Declarations of Interest 
Members were asked to declare any personal interests they may have in the business to 
be discussed and/or indicate whether these were prejudicial or non-prejudicial, the nature 
of any interest, and whether they intended participating in the relevant agenda item.  No 
such declarations were made. 

13. Minutes of Previous Meetings 
The Committee was requested to approve the minutes of the meeting held on Wednesday 
11 July 2012, copies of which had been circulated. 

RESOLVED that:- 
The minutes of the meeting held on 11 July 2012, copies of which had been circulated, be 
agreed as a correct record. 

14. Annual Governance Report 2011/12 
The report before Members summarised the findings of the 2011/12 audit, including the 
messages arising from audit of financial statements which was substantially complete.  On 
receipt of the letter of management representation, the Auditor would issue an unqualified 
audit opinion. The value for money (VFM) audit remained in progress. 

Through the course of the audit, the draft financial statements were prepared promptly and 
queries had received a swift response.  Some errors had been found and adjustments 
agreed.  All errors had been corrected with the exception of under-accrued audit fees and 
the impact of the corrections was an increase in net expenditure of £51k. 

The VFM conclusion could not be issued as issues brought to the Auditor’s attention in 
relation to the management of significant capital developments and transactions were still 
being considered.  A further report would come forward in due course.  Certified completion 
of the audit would also be delayed until this matter was finalised.  The Whole of 
Government Accounts audit also remained to be completed. 

Members were asked to: 

• Take note of the adjustments to the financial statements set out in Appendix 3; 

• Consider and approve management’s decision not to adjust the financial statements in 
respect of the issue detailed in Appendix 2; 

• Approve the letter of representation at Appendix 4; 

• Agree a response to the proposed action plan at Appendix 6. 

A copy of the draft audit report was set out in Appendix 1.  The uncorrected error  detailed 
in Appendix 2 referred to additional audit fees which were expected to total £39k for the 
Cube and other associated issues investigation.  The Auditors believed this expenditure 
should be allowed for in the 2011/12 accounts because it related to outstanding work from 
the 2010/11 audit.  Officers, however, argued that it was attributable to 2012/13 because 
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this was when the expenditure had taken place.  The Council operated on an accruals 
basis, ie outstanding costs were only accrued at the end of each financial year if the goods 
or services had been received by the year end.  As the work was undertaken in 2012/13, 
officers believed it should be a 2012/13 cost as this was consistent with the treatment of 
other accruals and expenditure.  The misstatement was not considered to be material. 

RESOLVED that: 
i) the adjustments to the financial statements set out in Appendix 3 be noted; 

ii) management’s decision not to adjust the financial statements in respect of the issue 
detailed in Appendix 2 be approved; 

iii) the letter of representation at Appendix 4 be approved and signed by the Chair; 

iv) the proposed action plan at Appendix 6 be agreed. 

15. Change of External Audit Provider 
Members received a report detailing revised external audit arrangements which would take 
effect from October 2012, following the Government’s decision to abolish the Audit 
Commission and outsource services. 

A national procurement exercise had been undertaken and the East Midlands contract had 
been awarded to KPMG who would be the Council’s external auditors for the next five 
years.  Current Audit Commission employees were expected to transfer to KPMG from 1 
November 2012.  After the initial five year period, it was proposed that local authorities 
would be able to appoint their own external auditor. 

The future cost of the service was queried and Neil Bellamy explained that the scale fee 
was set centrally and for 2012/13 had been set at 40% less.  The risk element remained to 
be determined.  The Corporate Services Director confirmed he expected a £40,000 saving, 
£30,000 against the General Fund and £10,000 against the HRA. 

RESOLVED that: 
The transfer of the external audit function from the Audit Commission to KPMG be noted. 

(Neil Bellamy and Trevor Croote left the meeting.) 

16. Annual Governance Statement 2011/12 
The Committee received a report seeking approval of the Annual Governance Statement 
(AGS) for the year ended 31 March 2012. 

The AGS was a key component of the Statement of Accounts but was also reported 
separately as a matter of good practice.   

Although the overall level of control was assessed as GOOD, it had become apparent 
during 2011/12 that whilst controls were in place, they were not always adhered to. Specific 
examples included the Cube and Kingswood capital schemes. The Kingswood 
regeneration project had been subject to an Audit Commission review following a whistle 
blower complaint, with its findings reported to the Committee during 2011/12. The report 
found that formal control measures were not followed in the early stages of the project and 
full financial details were not provided to Members. Control measures were now being 
adhered to and a full financial analysis of the project was provided to the One Corby Policy 
Committee in June. 

The Cube was subject to an ongoing Audit Commission review and the findings of this 
investigation would be presented to the Audit and Governance Committee during the 
course of 2012/13. An internal review conducted during 2011/12 had also concluded that 
formal controls, although in place, were not being fully adhered to. Similar issues on a 
smaller scale have also come to light in respect of other schemes such as Rockingham 
Triangle and work and financial support in respect of Corby Town Football Club.  
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Recommendations which had been highlighted and agreed were being and would continue 
to be addressed and acted upon. 

It was asked if the problems should have been picked up by the internal auditors.  The 
Corporate Services Director explained that, apart from key financial audits, it was up to the 
A&G Committee to agree the work plan.  The issues perhaps highlighted the need for 
greater vigilance by all concerned. 

RESOLVED that: 
The Annual Governance Statement for the year ended 31 March 2012 be approved. 

17. Statement of Accounts 2011/12 – Member Approval 
Members received a report seeking approval of the Statement of Accounts 2011/12 
following completion of the audit.  

The Council was required to produce its draft Statement of Accounts by 30 June each year. 
An audit of the accounts was then undertaken between 2 July and 20 July 2012. The 
accounts were also open to public inspection for four weeks commencing 9 July 2012. In 
order to comply with statutory requirements, the Statement of Accounts was required to be 
approved and published before 30 September. 

Following the Audit Commission’s external audit of the accounts, the draft Statement of 
Accounts required amendment.  A number of the adjustments could be classed as 
amendments to notes or other presentational points.  These were included in the Audit 
Commission’s Annual Governance Report elsewhere on the agenda.  Amendments to the 
main statements following the audit were set out in the report. 

Details of further corrections since publication of the papers were circulated at the meeting, 
together with replacement pages to the Statement of Accounts.  The accounts had been 
issued in time for Members to review for the committee meeting, but prior to the final check 
by the auditors.  The auditors had now completed their review of the Accounts and 
therefore some schedules had been updated to reflect all amendments to the accounts. 

These amendments had no impact on the Council’s usable reserves overall. 

Members queried depreciation rates and how this affected the value of the Council’s 
Housing stock.  The Group Accountant explained that when assets were re-valued the 
asset life was reset so houses still had value.  Valuations were always based on subjective 
opinion and the life of property assets was also extended by investment and improvement. 

It was asked how this affected land value and the Group Accountant explained that land 
was treated separately on the asset register as it was not subject to depreciation. 

RESOLVED that: 
The Statement of Accounts and Annual Governance Statement for the year ended 31 
March 2012 be approved. 

18. Close of Meeting 
Meeting closed at 7.40 pm. 


