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Status of our reports

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit
Commission explains the respective responsibilities of auditors and of the audited body.
Reports prepared by appointed auditors are addressed to non-executive
directors/members or officers. They are prepared for the sole use of the audited body.
Auditors accept no responsibility to:

e any director/member or officer in their individual capacity; or
e any third party.




This report summarises the findings from our 2008/09 audit. It includes messages
arising from the audit of your financial statements and the results of the work | have
undertaken to assess your arrangements to secure value for money in your use of
resources.

| gave an unqualified opinion on your 2008/09 financial statements on
30 September 2009.

The financial statements that you gave me to audit included some misstatements,
including four that were material. | have agreed the changes that you made.

You improved the way that you prepared your financial statements and your working
papers. | was impressed by the speed of responses to my questions on them. The
main area that you need to strengthen is the link from your accounting records to the
statements for assets and cash.

We measure how well you provide value for money, and this year we made the test
harder than before. We call it the 'Use of Resources' assessment, and although it was
a tougher test, you managed to keep your score the same as last year, at 2 out of 4.
This means that we think you meet the minimum requirements and perform
adequately.

You have recognised the need to take action to sort out your finances. The difficult
economic conditions meant that people need your services more, but at the same time
your income levels have dropped. You have identified a gap between the money you
predict you will have available and what you thought you were going to spend. You are
looking closely at your spending plans to see if these can be reduced and how this will
affect what you decide are your most important services.

You are performing adequately. You are providing things that the community need
most in a reasonable time and its services, staff and finances are being appropriately
managed. Public perception of services is often quite different indicating that either
some improvements are not visible or communications between you and the people
are poor.



Financial statements and annual governance statement

Financial statements and annual
governance statement

The Council's financial statements and annual governance statement are an
important means by which the Council accounts for its stewardship of public funds.

Significant issues arising from the audit

7 Your financial statements contained four material and a number of non-trivial
misstatements which you corrected. We also agreed a number of presentational
amendments which we have summarised in a report to your officers.

8 There were also two unadjusted misstatements, as set out in the Annual Governance
Report | presented to the Audit and Risk Committee in September. The Committee
agreed with your officers' proposals not to correct them, and | was satisfied that they
did not have a material effect on the financial statements.

Material weaknesses in internal control

9 I did not identify any significant weaknesses in your internal control arrangements.

Accounting Practice and financial reporting

10 | considered the qualitative aspects of your financial reporting, and highlighted the
following issues in my Annual Governance Report.

¢ No reconciliation had been undertaken of the asset registers held in the estates
department and those held in the finance department. Our testing of disposals
found that one piece of land sold had not actually been included in the fixed assets
registers.

¢ You have not re-valued your assets since the last full external valuation in 2004.
The assets need to be revalued at least every 5 years, and so you will need to
carry out a full valuation for the current financial year. You will need to assess the
validity of all of the values each year to check that they don't need to be updated.

¢ Your financial statements included a £1.118m creditor for Central Government. It
relates to the levy on your Large Scale Voluntary Transfer, and has been on your
balance sheet for several years. We agreed with you that this should be
reclassified as a provision, as there is some doubt that you need to pay it. We
recommended that you try and resolve this matter as soon as practicable. If don't
have to pay it, our understanding is that your useable capital receipts would
increase by £1.118m.
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| know that you are currently planning for the mandatory introduction of International
Financial Reporting Standards (IFRS) to local government. This is likely to involve a
significant amount of analysis of financial and operational data, and it is vital for
success that the project is owned by all departments and not seen as a finance
responsibility.

The last year has seen the country enter a significant economic recession. The
consequence locally is an increasing demand for public services and the likelihood of
reduced levels of central government funding.

Like many other Councils, you have found that your spending plans have been
affected, and you have seen a reduction in income from your investments because of
reduced interest rates. | reviewed your arrangements for treasury management and did
not find any significant issues.

You recognised that you need to look at your spending over the next few years, and
formed a Budget Review Group to look at your base budget, and produce some
options for savings that can be assessed against the impact on your priority objectives.

You still have ambitious plans for improvements to the Rushden Town area, but it is
important that when you are able to make progress you take into account your overall
financial position and do not overstretch your finances.

The impacts of the recession will continue to present you with a challenge. | will
continue to monitor your response and actions in this key area, and in particular it is
vital that the savings plans that you have developed are kept up-to-date and delivered
in practice.

Ensure that IFRS is delivered effectively, with all departments providing all the
operational and financial data needed.

Monitor the financial position and ensure that financial and operational plans are
co-ordinated, and regularly refreshed to reflect the changing economic conditions.



| considered how well the Council is managing and using its resources to deliver
value for money and better and sustainable outcomes for local people, and gave a
scored use of resources judgement.

| also assessed whether the Council put in place adequate corporate arrangements
for securing economy, efficiency and effectiveness in its use of resources. This is
known as the value for money (VFM) conclusion.

In forming my scored use of resources judgements, | have used the methodology set
out in the use of resources framework. Judgements have been made for each key line
of enquiry (KLOE) using the Audit Commission’s current four point scale from 1 to 4,
with 4 being the highest.

| have also taken into account, where appropriate, findings from previous use of
resources assessments (updating these for any changes or improvements) and any
other relevant audit work.

Your use of resources theme scores are shown in Table 1 below. The key findings and
conclusions for the three themes, and the underlying KLOE, are summarised in
Appendix 1.

Use of resources theme Scored judgement

Managing finances 2

Governing the business 2

Managing resources 2

Your arrangements across all areas meet minimum acceptable levels of performance,
are consistent with established practice and guidance, meet statutory requirements
and operate effectively.

This year's assessment is more challenging, with a greater focus on outcomes. | have
assessed all KLOEs as 2, and | found some stronger aspects of performance, such as
the area based initiative programme and strong linking of strategic and financial plans.
There are also areas where further improvement is required. We will discuss the way
forward with officers in preparation for the 2009/10 assessment.



Ensure that you can demonstrate how your arrangements result in improved
outcomes consistent with your aims and those of your key partners.

| assessed your arrangements to secure economy, efficiency and effectiveness in your
use of resources against criteria specified by the Audit Commission. From 2008/09, the
Audit Commission will specify each year which of the use of resources KLOE are the
relevant criteria for the VFM conclusion at each type of audited body. My conclusions
on each of the areas are set out in Appendix 1.

| issued an unqualified conclusion stating, that you had adequate arrangements to
secure economy, efficiency and effectiveness in its use of resources.



The Comprehensive Area Assessment Lead has used my use of resources
assessment along with an assessment of how well the Council manages its
performance to come to an overall assessment for the Council. This is known as
the organisational assessment.

The Audit Commission assesses how well you manage and improve your services and
contribute to wider community outcomes. The assessment considers how successful
you are in delivering your corporate priorities. The priorities have been drawn from
what matters most to local people.

You score 2 out of 4 for managing performance. This is because you are making
appropriate progress in delivering the things that matter to the community. You are
also working well, both your own, and with partners such as other councils and the
police, to make sure that improvement is likely to continue. But this has yet to be
recognised by the residents, with only 41.5 per cent being satisfied with the way you
run things and only 28.4 per cent of residents thinking you provide value for money.

Ambitious plans to improve and modernise Rushden town centre are moving forwards,
despite the current economic downturn. People are being helped to deal with the
recession. Advice is being provided for those struggling with debts. More people are
claiming housing benefits and new claims are being processed faster than before.
Levels of crime overall are low, well below the average for Northamptonshire.
Residents are less likely to be the victims of serious violence, burglary or major thefts
than in other parts of the county. But many local people are unaware of this and
actually have a higher fear of crime and disorder than in most other areas.

Some genuine progress is being made in making the district cleaner although
satisfaction amongst residents was still low. Swift action is taken to remove illegally
dumped rubbish and abandoned vehicles. Only moderate progress is being made in
protecting the local environment. Less household waste is being collected, with a
substantial drop of more than 5 per cent during the last year, but you have more work
to do on making sure that less greenhouse gasses are given off and the district's
carbon footprint is reduced. You are having some success in helping the community to
be healthier, with more young people using your leisure facilities while fewer adults
than expected are participating in sport.

There is more work to do to improve equality of opportunity in the district, for all
people, whatever background they come from. You have made little progress in this
area recently, but are planning to meet the ‘achieving' level in the new Equalities
framework during 2009. Transport is a major issue for some groups of people.

Planning applications are now being dealt with more quickly, providing a much
improved service. More has been done to make it easier for people to contact you. A
new telephone system has been installed and a new, more useful website is being
launched early next year.



Use of Resources and Managing Performance assessments are combined to give an
overall organisational assessment judgement for you. The Audit Commission has
determined that the organisational assessment judgement for you is that you perform
adequately.

Your Managing Performance and Organisational Assessment are being reported
separately by the Audit Commission's Comprehensive Area Assessment Lead for
Northamptonshire, Nigel Toms.



Closing remarks

Closing remarks

32 | have discussed and agreed this letter with the Chief Executive and the Executive
Director (S151 Officer). | will present this letter at the Audit and Risk Management

Committee on 17 March 2010.

33 Further detailed findings, conclusions and recommendations in the areas covered by

our audit are included in the reports issued to you during the year.

Table 2
Report Date issued
Audit Plan April 2008
Annual Governance Report September 2009
Audit Opinion September 2009
Pre and post statements audit report (draft) November 2009

34 We agreed an additional fee to deliver the audit in addition to the fee agreed at the

start of the year, as summarised below. The additional fee resulted from extra time we
needed to spend on testing fixed assets.

Table 3 Audit fees

Actual Proposed Variance
£ £ £
Financial statements and annual 76,243 74,843 1,400
governance statement
Value for money ** 36,000 36,000
Total audit fees 112,243 110,843 1,400
Inspection 5,972 5,972
Total 118,215 116,815 1,400

** Agreed with and billed directly by KPMG

East Northamptonshire Council
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| can confirm that the audit has been carried out in accordance with the Audit
Commission’s policies on integrity, objectivity and independence.

You have taken a positive and constructive approach to our audit. | wish to thank staff
for their support and co-operation during the audit.

Tony Crawley
Engagement Lead
December 2009



Appendix 1 — Use of resources key findings and conclusions

Appendix 1 — Use of resources key findings and
conclusions

The following tables summarise the key findings and conclusions for each of the three use of resources themes.

Table 1 Managing finances

Theme score 2

Key findings and conclusions

The budget setting process for the 2009/10 year met requirements of level 2, and the Council is currently undergoing a review of its base budget in preparation
for setting the 2010/11 budget. The Council has a clear understanding of its costs derived through the periodic re-letting of its major contracts and an ongoing
assessment of its residual overheads. It has a consistent record of identifying and delivering efficiency savings. Effective procurement of key contracts, waste
management, grounds maintenance and printing, has saved £1m. Accounts approved by Council in 2008/09 contained several material errors, but working
papers and staff response times were good.
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KLOE 1.1 (financial planning)
Score 2
VFM criterion met Yes

Key findings and conclusions

Integrated financial planning processes are effectively integrated.
Members ensure that the plans are affordable and that they continue to enable the Council to achieve its desired outcomes.
The Area-Based Initiative (ABI) programme is clear example of strategic and financial plans being strongly linked.

The Council has effective channels of consultation in place for engaging stakeholders. The Council considers that the best way to engage its customers in
financial planning is to ensure it properly understands their priorities and reflects them in its plans. There is not therefore explicit and separate consultation on
the budget setting process.

There are good budget monitoring processes in place which include outturn projections for the year.

The Council has identified shortfalls in resourcing going forward and has set up a Budget Review Group to go through its base budget and produce a series of
options for savings that can then be assessed against their impact on the Council’s priority objectives.

The finance sub committee and corporate management team exercise collective responsibility for financial matters, and receive regular reports on financial
performance.
Training is given to budget holders to ensure that they have an understanding of their role.

The Council has entered into joint accountancy arrangements with a neighbouring authority and has addressed the issues that arose in the 2007/08 financial
statements process, the first year of the new arrangements.



KLOE 1.2 (understanding costs and achieving efficiencies)
Score 2
VEM criterion met Yes

Key findings and conclusions

The Council has a clear understanding of its costs derived through the periodic re-letting of its major contracts and an ongoing assessment of its residual
overheads.
Performance is closely related to costs, as this is specifically embedded within the contract terms for each major contract.

Many of the residual services that are provided directly by the Council are statutory functions that provide limited flexibility to reduce base costs. This is being
addressed by the increasing utilisation of shared service provision, to increase flexibility in meeting demand, whilst maintaining adequate capacity.

Key decisions made by members are informed by the submission of a formal structured business case that considers potential costs, risks and the benefits to
be derived from the recommended action.

Levels and quality of service are directly related to corporate priorities to ensure that value for money is systematically considered.

The Council has a consistent record of identifying and delivering efficiency savings.

Whilst the Council undertakes fundamental reviews of its base budget regularly, to identify potential efficiencies, it does not develop formal plans and targets
for efficiency savings.



KLOE 1.3 (financial reporting)
Score 2
VFM criterion met Yes

Key findings and conclusions

Budget monitoring information is reliable, relevant and understandable, produced on a regular and timely basis, and prompt action is taken to address
variances.

Reports to the Performance Panel do not fully demonstrate the linkages between performance and relative cost as reported in previous annual audit reports to
the Council.

Committees receive quarterly reports which include financial information and appropriately summarised information that is relevant and presented in a way
that meets the committee’s needs.

The accounts approved by Council contained several non-trivial and material errors

The 2008/09 audit was efficient and staff responded promptly to requests for information, and working papers were of an acceptable standard with some
examples of good practice.

2007/08 summary statement of accounts was accessible — written in plain English, but the statement that this was available in other languages was written in
English, not in those other languages. It is proposed to use a similar format for 2008/09.



Theme score 2
Key findings and conclusions

There is a clear vision in place for local people which shapes the plans and activities of the Council and its partners. A corporate Data Quality strategy has been
in place since September 2007, and a protocol is being developed outlining the procedures for sharing data with partners, contractors and other agencies. The
Council demonstrates a clear understanding of the needs of its decision makers. It promotes and demonstrates the principles of good governance effectively. A
risk register is in place which is updated on a regular basis. There is an adequate counter fraud strategy and policy statement in place. There has been some

weakening in the system of internal control in 2008/09 through the failure to complete the bank reconciliation, although action has been taken to address this
successfully.

KLOE 2.1 (commissioning and procurement)
Score 2
VFEM criterion met Yes

Key findings and conclusions

There is a clear vision in place for local people which shapes the plans and activities of the Council and its partners.

The Council has effectively strengthened its understanding of the diverse needs of different parts of the district through its early engagement in the Customer
Insight project.

It is investing substantially to deliver improved leisure facilities in the south of the district.
The Council has reviewed and redesigned its approach to service access.

Investment has been made in technology to provide better management information regarding the usage of these facilities, and to monitor performance
against the customer service standards that have been adopted.

The Council understands that its opportunity to influence and develop the market is strictly limited by its size and level of spending.
The Council has effectively evaluated and adopted alternative options for procuring services and supplies.

It has partnered with neighbouring authorities to deliver shared services.

The Council tests the competitiveness of key services, such as waste management, by direct competition in the market.



KLOE 2.2 (data quality and use of information)
Score 2
VFM criterion met Yes

Key findings and conclusions

A corporate Data Quality strategy is in place and further work is being undertaken to strengthen data quality across partnership working.

An action plan is in place to support the delivery of the strategy and positive progress has been delivered across a range of key areas.

A protocol is being developed outlining the procedures for sharing data with partners, contractors and other agencies.

The Council demonstrates a clear understanding of the needs of its decision makers.

The Customer Insight project is providing high quality segmentation data that can increasingly be used to target resources towards the greatest need and to
maximise impact in delivering priorities.

Robust arrangements are in place to ensure data security and comply with legislation.

The Data Quality Strategy sets out the relevant roles and responsibilities for preparing and reporting performance.

KLOE 2.3 (good governance)

Score 2

VEM criterion met Yes
Key findings and conclusions

The Council has established a sound foundation to demonstrate and promote the principles of good governance.

Members receive training on their roles, the legal framework within which the Council operates, the Member Code of Conduct and any specialist areas, and
this is ongoing from induction training for new Members to updates and refresher training for all.

Every outcome in each of the eight Service Plans links directly to one of the corporate outcomes.
An appropriate framework is in place to ensure that members remain focussed on delivering priorities.

All projects are agreed by SMT to ensure that they assist in achieving desired outcomes and ensure that work is properly planned, with resources
appropriately allocated.

Effective arrangements are in place for the oversight of members’ behaviour.

The Council is developing a more rigorous approach to the governance of its various partnerships. A partnership protocol was adopted in July 2008, and the
Council identified eight key partnerships to which it applies.



KLOE 2.4 (risk management and internal control)
Score 2
VEM criterion met Yes

Key findings and conclusions
The Council has a risk register which is updated on a regular basis, links to strategic objectives, assesses the risks for likelihood and impact and assigns a
responsible officer. Appropriate training has been provided for members and officers responsible for the management and mitigation of risks.
A Benefits Counter Fraud Strategy is in place, last updated and approved by the Audit and Risk Management Committee in December 2008.
There is also a Counter Fraud Strategy and policy statement, last approved and updated in 2006, which covers the wider counter fraud and corruption
arena and training on staff responsibilities is provided as part of the induction process. However there is no evidence that these arrangements extend to,
and include, partnerships.
Fraud is included as a risk within failure of internal control framework in the Council’s risk register.
There was some weakening in the system of internal control in 2008-9 through the failure to complete the bank reconciliation, although the Council has
taken action to address this and has achieved a satisfactory conclusion.



Theme score 2

Key findings and conclusions

One of the Council’s nine corporate outcomes is ‘Councillors and staff with the right knowledge, skills and behaviours’. The Organisational Development service
plan sets out the actions which it will be taking to deliver this objective. The Council has collectively compiled adequate information to plan its future workforce
requirements effectively. The Council effectively monitors staff engagement and satisfaction through surveys, with feedback leading to action plans for
improvement.

KLOE 3.3 (workforce planning)
Score 2
VFM criterion met Yes

Key findings and conclusions
The Council:
is addressing the basics of workforce development effectively, with robust future plans in place to strengthen its approach in this area;
has developed an effective framework to ensure that its staff are fit for purpose in delivering its priorities and objectives;
has collectively compiled adequate information to plan its future workforce requirements effectively;
is undertaking a comprehensive Learning Needs Analysis (LNA) to establish a firm basis for future employee training and development corporately;
has a positive track record of effectively engaging staff in organisational change; and

effectively monitors staff engagement and satisfaction through surveys, which is exemplified by the Council being ranked 18th in The Times list of the Best
Councils to work for.

The current workforce has above average representation of BME staff and persons with a disability, ensuring that it is appropriately representative of the
communities being served.



Appendix 2 — Action plan

Appendix 2 — Action plan

Page |Recommendation Priority Responsibility Agreed | Comments Date
no. 1=Low
2 = Med
3 =High
Annual Audit Letter 2008/09 Recommendations
5 R1 Ensure that IFRS is delivered 3 Head of Resources | Yes We have already obtained data from departments to | 30 june

effectively, with all departments
providing the operational and
financial data needed.

allow us to restate our opening balance sheet position | 5911
on an IFRS basis. We have a project plan for
implementing the conversion to IFRS and regular
reports are submitted by EnCor’s Financial Services
Manager to the Head of Resources through the
monthly management meetings and to the CFO
through the quarterly shared service board meetings.
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Page

no.

5 R2
7 R3

Recommendation

Monitor the financial position and
ensure that financial and
operational plans are co-
ordinated, and regularly refreshed
to reflect the changing economic
conditions.

Ensure that you can demonstrate
how your arrangements result in
improved outcomes consistent
with your aims and those of your
key partners.

Priority Responsibility
1=Low

2 = Med

3 = High

3 Executive Director
3 Executive Director

Agreed

Yes

Yes

Comments

We are currently in the process of reviewing our
financial position and the steps needed to be taken to
bring our budgets back into balance. The starting
point for this is our Medium Term Financial Strategy
which estimates our likely financial position for the
next four years. We have set up a budget review
group to consider areas where spending can be
reduced and we have started consultation with staff.
We recognise the potential for substantial reductions
in the grant we receive from the government and have
already started making plans on how we could
potentially find savings of 15 per cent or more from
our base budgets. Whilst the economic downturn has
dampened demand in some service areas, it has also
increased demand in others such as housing and
council tax benefits. We have responded to this by
directing additional resources to pay for overtime and
weekend working. Financial and operational
performance is monitored on a monthly basis by
officers and on a quarterly basis by Members through
the Finance Sub-Committee and the Performance
Panel.

Date

On-going

On-going



The Audit Commission

The Audit Commission is an independent watchdog, driving economy, efficiency and
effectiveness in local public services to deliver better outcomes for everyone.

Our work across local government, health, housing, community safety and fire and rescue
services means that we have a unique perspective. We promote value for money for
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.

As a force for improvement, we work in partnership to assess local public services and
make practical recommendations for promoting a better quality of life for local people.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille, on tape, or in a
language other than English, please call 0844 798 7070.
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Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 0844 798 1212, Fax: 0844 798 2945, Textphone (minicom): 0844 798 2946
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