
AUDIT AND RESOURCES COMMITTEE 
 

Tuesday, 10 June 2014  (6:00 pm – 6:50 pm) 
 
PRESENT: 
 
Councillor Holes (Chair); Councillors Thomas, Tennent and Trenchard 
 
Apologies for absence were received from Councillors Atkinson and Cross 
 

________________________________________ 
 

RESOLVED ITEMS (SUBJECT TO QUESTIONS ONLY) 
 
ACKNOWLEDGEMENTS 

The Chair acknowledged the long-time membership of Councillor John 
Caldwell, who had recently retired, and said that his valued contribution to 
this Committee would be sorely missed. The Chair also thanked 
Councillors Luke McNulty and Mike Thornton, who had stepped down from 
this Committee for this municipal year and welcomed Councillors Margaret 
Atkinson, Malcolm Cross and Chris Thomas. 
 

1. PUBLIC PARTICIPATION 
 
Mr Martin addressed the Committee and referred to a meeting of the 
Council held on 10 April 2014. He had raised a number of concerns and 
felt that the Leader’s response had belittled him in front of all the 
Members, and his action did not encourage members of the public to 
speak at meetings. 
 
Mr Martin went on to quote from the Council Minute of that date: “The 
Council were not complacent with borrowing and the Treasury 
Management Strategy was totally transparent and in the public domain. He 
advised that the District Auditors did not have any concerns about the 
Council’s accounts, however due to the number of complaints and 
freedom of information requests Mr Martin had become a budget pressure 
costing the Council £40,000.” He said that not one member, or the Chair of 
this Audit and Resources Committee, had stood up and said otherwise 
and he put it to this Committee that the Leader’s statement was 
inaccurate.  
 
Mr Martin suggested that the Chair ask the Auditors how many 
calls/letters/FOI requests he had made. He asked why the Committee did 
not challenge the Leader’s statement and let it go through. He stated that if 
the external auditors felt that his concerns had no substance they would 
have said so at the beginning but instead they had acknowledged his 
concerns. To that end, Mr Martin wanted to know: (a) why did no one 
intervene at the Council meeting on 10 April 2014: and (b) what did the 
Chair propose to do about it? 
 



In response, the Chair stated that he did not have the information available 
at the time of the Council meeting but would investigate the matter and 
write to Mr Martin with his findings. 
 

2. MINUTES 
 
RESOLVED –  
 
That the Minutes of the meeting held on 11 March 2014 be confirmed 
and signed by the Chairman as a correct record subject to Minute 4, 
Certification of Claims and Returns Annual Report 2012-13, first 
paragraph amended to read “Consideration was given to the report 
of the Director of Ernst and Young…” and the final paragraph 
amended to read “The Director asked that her thanks be conveyed to 
all staff…” 
 

3. AUDIT FEE LETTER AND CERTIFICATE 
 
Kate Handy, Director, Ernst and Young, clarified that the letters of 21 
November 2013 and 16 April 2014 were Audit and Certification Fees 
letters. 
 
Councillor Atkinson, who was unable to attend the meeting, had submitted 
questions relating to the fees. In response the Director stated that: 
 
The certification fees quoted in the 21/11/2013 letter were the scale fees 
set by the Audit Commission at that point in time.  Since then Council Tax 
Benefits had been removed from the overall grant to the Council and 
therefore there is no longer a requirement to audit this element of the 
claim.  As a consequence, the Audit Commission reviewed its scale fees 
for local authorities which administered Council Tax Benefit and reduced 
its grant claim scale fees by 12%.  Hence the lower certification fee for 
2012/13 which was quoted in the Audit Plan issued on 16/4/2014.  
 
Ernst and Young included £19,000 as non-audit work in the 2013-14 fee 
letter issued on 13 November 2013.  This fee estimate was incorrectly 
shown in the table.  The £19,000 was their estimate, at the time, for 
dealing with the objection against the Council's 2012/13 accounts by a 
local elector. This should have been included in the Code audit fee line as 
it was an extension of the statutory code audit rather than non-audit work.   
 They expected to issue their provisional views on the objection later this 
month and would update the Council on the final fees once they had 
issued their decision and statement of reasons, however, the fees to date 
for this were £22,000.  The final fee would be shown as an addition to the 
code audit fee when Ernst and Young present their final audit results 
report for the year.  
 
Non audit work would include any consultancy work the Council 
commissioned them to undertake outside of their audit functions. They 



confirmed that the Council had not commissioned them to do any such 
work in 2012/13 or subsequent years.  
 

4. EXTERNAL AUDITORS' ANNUAL AUDIT PLAN 
 
Kate Handy, Direct, Ernst and Young, introduced the Audit Plan for year 
end 31 March 2014. She drew Members attention to the financial 
statement risks, some of which were common and some specific to this 
current year. 
 
For the Accounting for Local Retention of Business Rates, the auditors 
approach would focus on a number of issues including how the Council’s 
approach to the preparation of accounting entries related to local retention 
of business rates; the effectiveness of controls; and ensuring an 
appropriate risk based strategy was in place to address identified risks of 
material misstatement. With Risk of Management Override, the auditors 
would focus on testing journal entries; reviewing accounting estimates; 
and evaluating business rationale for significant unusual transactions. The 
auditors would also focus on management controls and reliable valuations 
for the Council’s assets, and ensure that there was a controlled 
environment over these issues. 
 
The 2012-2013 statement of accounts was hoped to be finalised by end of 
June 2014. 
 
With regards to Economy, Efficiency and Effectiveness, under the Housing 
Joint Venture, the Council was proposing to form a new company, limited 
by guarantee in partnership with Fareham Borough Council, First Wessex 
and Radion Housing Association for the purposes of facilitating housing 
and economic development in a sustainable manner. The company would 
be undertaking a continuing business which would have project based 
Special Based Vehicles (SPV’s) underneath the main structure for each 
major housing project. The auditors would focus on how the Council 
intended to initiate and approve housing projects and how they would be 
incorporated in the Medium Term Budget Strategy; and ensure that plans 
and appraisal were sufficiently robust to ensure reasonable returns were 
secured on loans made to each Limited Liability Partnership.  
 
Other focuses would be on (a) the Council’s financial outlook, and how it 
has responded to the challenge of restructuring its core financial position 
to rely less on property rentals and now interest rates; (b) follow up issues 
raised in 2012/3; (c) ensure that the Council takes appropriate legal advice 
with regards to Fleming Park; and (d) look at the effectiveness of the Audit 
and Resources Committee. 
 

5. ACCOUNTING POLICIES FOR 2013/14 
 
Sarah King, Chief Financial Officer, introduced the report which outlined 
the framework of specific principles, bases, conventions, rules and 



practices consistently applied by the Council. The Policies assist to 
present fairly the council’s financial position in its financial statements. 
 
The report recommended that the Accounting Policies be applied to the 
2013-14 Statement of Accounts and for all future years. Finance staff 
would report to this Committee if there were substantive 
changes/amendments to the Accounting Policies in the future. 
 
RESOLVED –  
 
That the Accounting Policies, as set out in Appendix 1 to the report, 
be formally adopted for the financial year ending 31 March 2014, and 
for future financial years. 
 

6. APPOINTMENTS TO STRATEGIC RISK MANAGEMENT GROUP AND 
PROCUREMENT EXECUTIVE GROUP 
 
RESOLVED -   
 
a) That Councillor B Tennent and one other (name to be confirmed at 

the next meeting) be appointed to the Procurement Executive 
Group, and  

 
b) That the appointment to the Strategic Risk Management Group be 

confirmed at the next meeting. 
 

7. ACTION LIST 
 
The Committee considered the Action List, which set out the recent 
decisions and subsequent actions arising from the Committee. Concern 
was raised over the previous auditors comments regarding later papers 
and it was requested that this be investigated and a report taken to the 
next Committee. 
 
With regards to Member Training in IT security, it was appreciated that 
with the recent office move this was not high on the list of priorities but 
suggested that the Head of IT email Members the Policy. 
 
It was AGREED - 
 
That the Action List be noted and report on the extent of late papers 
be brought to the next meeting; and that the IT Security Policy be 
emailed to all Members. 
 

8. FORWARD PLAN 
 
The Committee considered the current Forward Plan of Key Decisions. 
  
It was AGREED - 
  



That the current Forward Plan be noted. 
 

9. WORK PROGRAMME 
 
The Committee considered its current Work Programme. Members felt that 
September’s agenda was rather heavy and it was suggested that an extra 
meeting may be required to accommodate all the items; this would be 
considered at the next meeting. 
  
It was AGREED - 
  
That the Work Programme be noted. 
 
 


