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Dear Neil 

Stockton on Tees Borough Council 
Annual audit fee 2010-11 

Further to our discussions, I am writing to confirm the audit work that we propose to undertake 
for the 2010/11 financial year at Stockton on Tees Borough Council. The fee: 
 

• is based on the risk-based approach to audit planning as set out in the Code of Audit 
Practice and work mandated by the Commission for 2010/11; and 

• reflects only the audit element of our work, excluding any inspection and assessment 
fees. Your Audit Commission Comprehensive Area Assessment Lead will be writing to 
you separately on these fees. 

 
As I have not yet completed my audit for 2009/10 the audit planning process for 2010/11, 
including the risk assessment will continue as the year progresses and fees will be reviewed 
and updated as necessary. 
 
The total indicative fee for the audit for 2010/11 is for £311,000, which compares to the planned 
fee of £292,410 for 2009/10. A summary of this is shown in the table below. 

Audit Fee 
 
Audit area Planned fee 

2010/11 
Planned fee 
2009/2010 

Financial statements £218,800* £196,090 

Use of Resources/VFM Conclusion 
[including risk based work] 

£92,200 £96,320 
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Total audit fee £311,000 £292,410 

Certification of claims and returns £31,800 £27,755 

* Subject to subsidy to cover cost of IFRS transition – see below 

 
The Audit Commission has published its work programme and scales of fees 2010/11. The 
Audit Commission scale fee for Stockton on Tees Borough Council is £327,308. The fee 
proposed for 2010/11 is -5% per cent compared to the scale fee and is within the normal level of 
variation specified by the Commission. 
 
The published fee scale for 2010/11 includes a 6% increase to cover the costs of additional 
audit work arising from the introduction of International Reporting Standards (IFRS). In July 
2009, in recognition of the financial pressures that public bodies are facing in the current 
economic climate, the Commission confirmed that it would subsidise the 'one-off' element of the 
cost of transition to IFRS for local authorities and police and fire and rescue authorities from 
2010/11. You will therefore receive a refund from the Audit Commission of £18,486 in April 
2010. 
 
In setting the fee, I have assumed that the general level of risk in relation to the audit of the 
financial statements is not significantly different from that identified in 2009/10. A separate 
opinion plan for the audit for the financial statements will be issued in December 2010. This will 
detail the risks identified, planned audit procedures and any changes in fee. If I need to make 
any significant amendments to the audit fee during the course of this plan, I will first discuss this 
with the Corporate Director of Resources and then prepare a report outlining the reasons why 
the fee needs to change for discussion with the Audit Committee. 
 
My use of resources assessments will be based upon the evidence from three themes: 
• Managing finances; 
• Governing the business; and 
• Managing resources. 
 
The key lines of enquiry specified for the assessment are set out in the Audit Commission’s 
work programme and scales of fees 2010/11. My work on use of resources informs my 2010/11 
value for money conclusion. However, I have identified a number of risks in relation 
to my value for money conclusion. For each risk, I consider the arrangements put in place by 
the Council to mitigate the risk, and plan my work accordingly. My initial risk assessment for 
value for money audit work is shown in the table below: 
 

Risk Planned Work Timing of work 

There are a number of pressures in 
social care including weaknesses 
found by Ofsted in referral and 
assessment arrangements for 
vulnerable children, increased 

Continue to monitor progress in 
response to pressures identified 
and on capital schemes through 
ongoing discussions and 
quarterly project management 

April 2010 – 
June 2011 
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activity due to the Laming report, 
budget implications of placing 
people with complex needs and the 
roll out of the personalisation 
agenda. In addition, the Council 
continues to maintain high levels of 
capital investment including housing 
renewal, BSF, Northshore and 
integrated health care facilities. 

reports. 

Ongoing risks around investment 
and treasury management as a 
result of the economic climate. 

Maintain an awareness of 
investment and treasury 
management arrangements and 
carry out work where risks are 
identified, including follow up of 
Risk and Return. 

April 2010 – 
June 2011 

The Comprehensive Spending 
review (CRS07) set local 
government an annual target for 3% 
VFM gains. For 2010/11, the 2009 
budget increased this by 1% taking 
the final target to 10.3% of the 2007-
08 baseline expenditure 
A major source of savings will be 
back office efficiencies. The OEP 
made a number of recommendations 
including requiring all public sector 
bodies employing more than 250 
people to adopt the back-office 
efficiency indicators developed by 
the five audit agencies. These 
cover finance, human resources, 
information and communication 
technology, estates management 
and procurement. 
In addition, the Total Place pilots 
are underway in 13 areas. It may 
inform both area and organisational 
assessments and highlight 
improvements and efficiencies in 
public services. 

Continue to monitor  
• the Council's approach to 

making efficiencies including 
the EIT programme; 

• progress nationally and 
locally on the operational 
efficiency programme; and 

• progress on Total Place and 
its impact on the Council. 

 

 

CLG has stated that it is the 
Government's intention to dismantle 
the current Housing Revenue 
Account subsidy system and replace 
it with a localised system of self-
financing for all councils. This 

Monitor progress and changes to 
HRA subsidy and the affect on 
the Council. 
Continue to monitor progress on 
transferring the housing stock by 
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system change represents a control 
risk for the opinion audit and there 
are also potentially governance 
issues. The Council is also proposing 
stock transfer. 

LSVT. 
 

 
I will issue a number of reports relating to my work over the course of the audit. These are listed 
at Appendix 1. 
 
The above fee excludes work the Commission may agree to undertake using its advice and 
assistance powers. Each piece of work will be separately negotiated and a detailed project 
specification agreed with you. 
 
The key members of the audit team for the 2010/11 are: 
 
Audit Manager – Catherine Andrew  0844 798 1606 
 
Team Leader – Mandy Stevenson  0844 798 1694 
 
I am committed to providing you with a high quality service. If you are in any way dissatisfied, or 
would like to discuss how we can improve our service, please contact me in the first instance. 
Alternatively you may wish to contact the North East, Yorkshire and Humberside Head of 
Operations, Dave Allsop (d-allsop@audit-commission.gov.uk). 

Yours sincerely 

Lynne Snowball 
District Auditor 
 
cc Julie Danks, Corporate Director of Resources 
cc Councillor Barry Woodhouse, Chair of the Audit Committee 
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Appendix 1: Planned outputs 
 

Our reports will be discussed and agreed with the appropriate officers before being issued to the 
Audit Committee. 

Planned output Indicative date 

Audit plan December 2010 

Interim audit report June 2011 

Annual Governance report September 2011 

Auditor’s report giving the opinion on the 
financial statements and value for money 
conclusion 

September 2011 

Use of resources report September 2011 

Annual audit letter November 2011 
 

 


