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Publi
c Sec

tor A
udit 

Appo
intm

ents 
Ltd (

PSAA
) hav

e issu
ed a 

‘‘Stat
emen

t of r
espo

nsibi
lities

 of a
udito

rs an
d aud

ited 
bodie

s”. It
 is av

ailab
le fro

m th
e Ch

ief Ex
ecuti

ve of
 each

 audi
ted

body
 and 

via th
e PS

AA w
ebsit

e (ww
w.ps

aa.co
.uk)

The S
tatem

ent o
f res

pons
ibiliti

es se
rves 

as th
e for

mal t
erms

 of e
ngag

emen
t bet

ween
 appo

inted
 audi

tors 
and a

udite
d bod

ies. I
t sum

mari
ses w

here
 the 

diffe
rent 

respo
nsibi

lities
 of

audit
ors a

nd au
dited

 bodi
es be

gin a
nd en

d, an
d wh

at is 
to be

 expe
cted 

of th
e aud

ited b
ody i

n cer
tain a

reas.
The “

Term
s of A

ppoin
tmen

t (up
date

d 23
 Febr

uary
 201

7)” is
sued

 by P
SAA 

sets 
out a

dditio
nal r

equir
emen

ts th
at au

ditor
s mu

st co
mply

 with
, ove

r and
 abov

e tho
se se

t out
 in th

e
Natio

nal A
udit 

Offic
e Co

de of
 Aud

it Pra
ctice

 (the
 Cod

e) an
d sta

tute,
 and 

cove
rs m

atter
s of p

racti
ce an

d pro
cedu

re wh
ich a

re of
 a re

curri
ng na

ture.
This 

Annu
al Au

dit L
etter

 is pr
epar

ed in
 the 

conte
xt of

 the 
State

ment
 of re

spon
sibili

ties. 
It is a

ddre
ssed

 to th
e Me

mber
s of t

he au
dited

 body
, and

 is pr
epar

ed fo
r the

ir sol
e use

. We,
 as

appo
inted

 audi
tor, t

ake n
o res

pons
ibility

 to a
ny th

ird p
arty.

Our C
ompl

aints
 Proc

edur
e – If

 at an
y tim

e you
 wou

ld lik
e to 

discu
ss wi

th us
 how

 our 
servi

ce to
 you 

could
 be im

prov
ed, o

r if y
ou ar

e dis
satis

fied w
ith th

e ser
vice 

you a
re re

ceivi
ng, y

ou
may 

take 
the is

sue u
p wit

h you
r usu

al pa
rtner

 or d
irect

or co
ntact

. If y
ou pr

efer 
an al

terna
tive r

oute
, plea

se co
ntact

 Stev
e Va

rley,
 our 

Mana
ging 

Partn
er, 1

More
 Lond

on P
lace,

 Lond
on

SE1 
2AF.

 We u
nder

take 
to lo

ok in
to an

y com
plain

t car
efull

y and
 prom

ptly a
nd to

 do a
ll we

 can 
to ex

plain
 the 

posit
ion t

o you
. Sho

uld y
ou re

main
 dissa

tisfie
d wit

h any
 aspe

ct of
 our

servi
ce, y

ou m
ay of

 cour
se ta

ke m
atter

s up 
with 

our p
rofes

siona
l inst

itute
. We 

can p
rovid

e fur
ther 

infor
mati

on on
 how

 you 
may 

cont
act o

ur pr
ofess

ional
 insti

tute.
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Exec

utive
 Sum

mary
We a

re re
quire

d to i
ssue

 an a
nnua

l aud
it let

ter to
 East

 Hert
fords

hire D
istric

t Cou
ncil (

the C
ounc

il) fol
lowin

g com
pletio

n of o
ur au

dit pr
oced

ures 
for

the y
ear e

nded
 31 M

arch 
2017

.
Below

 are t
he re

sults
 and 

conc
lusio

ns on
 the s

ignifi
cant 

areas
 of th

e aud
it pro

cess.
Area

 of W
ork

Conc
lusio

n
Opin

ion o
n the

 Cou
ncil’s

:
Finan

cial s
tatem

ents
Unqu

alifie
d – th

e fina
ncial

 state
ment

s giv
e a tr

ue an
d fair

 view
 of th

e fina
ncial

 posi
tion o

f the
Coun

cil as
 at 3

1 Ma
rch 2

017 
and o

f its e
xpen

ditur
e and

 inco
me f

or th
e yea

r the
n end

ed
Cons

isten
cy of

 othe
r info

rmat
ion p

ublis
hed

with 
the f

inanc
ial st

atem
ents

Othe
r info

rmat
ion p

ublis
hed w

ith th
e fina

ncial
 stat

emen
ts wa

s con
siste

nt wi
th th

e An
nual

Acco
unts

Conc
ludin

g on 
the C

ounc
il’s a

rrang
emen

ts fo
r

secu
ring 

econ
omy,

 effic
iency

 and 
effec

tiven
ess

We c
onclu

ded t
hat y

ou [h
ave/

have
 not]

 put i
n pla

ce pr
oper

 arra
ngem

ents 
to se

cure 
value

 for
mone

y in y
our u

se of
 reso

urces
Area

 of W
ork

Conc
lusio

n
Repo

rts b
y exc

eptio
n:

Cons
isten

cy of
 Gove

rnan
ce St

atem
ent

The G
over

nanc
e Sta

teme
nt wa

s con
siste

nt wi
th ou

r und
ersta

nding
 of th

e Cou
ncil

Publi
c inte

rest 
repo

rt
We h

ad no
 mat

ters 
to re

port 
in th

e pub
lic in

teres
t.

Writt
en re

comm
enda

tions
 to th

e Co
uncil

,
whic

h sho
uld b

e cop
ied to

 the S
ecret

ary o
f

State
We h

ad no
 matt

ers t
o rep

ort.
Othe

r act
ions 

taken
 in re

lation
 to o

ur
respo

nsibi
lities

 unde
r the

 Loca
l Aud

it and
Acco

unta
bility

 Act 
2014

We h
ad no

 matt
ers t

o rep
ort.
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Area

 of W
ork

Conc
lusio

n
Repo

rting
 to th

e Na
tiona

l Aud
it Of

fice (
NAO

) on
our r

eview
 of th

e Co
uncil

’s Wh
ole o

f
Gove

rnme
nt Ac

coun
ts re

turn 
(WGA

).
The C

ounc
il is b

elow
 the s

pecif
ied a

udit 
thres

hold 
of £3

50 m
illion

. The
refor

e, we
 did n

ot
perfo

rm a
ny au

dit p
roced

ures 
on th

e con
solid

ation
 pack

.

As a 
resul

t of t
he ab

ove w
e hav

e als
o:

Area
 of W

ork
Conc

lusio
n

Issue
d a r

epor
t to t

hose
 char

ged w
ith

gove
rnan

ce of
 the C

ounc
il com

muni
catin

g
signi

fican
t find

ings 
resul

ting 
from

 our 
audit

.
Our A

udit R
esult

s Rep
ort w

as iss
ued o

n 18
 Sept

embe
r 201

7
Issue

d a c
ertifi

cate 
that 

we h
ave c

ompl
eted

 the
audit

 in ac
corda

nce w
ith th

e req
uirem

ents 
of th

e
Loca

l Aud
it and

 Acco
unta

bility
 Act 

2014
 and 

the
Natio

nal A
udit O

ffice’
s 201

5 Co
de of

 Aud
it

Prac
tice.

Our c
ertifi

cate 
was i

ssue
d on 

29 S
eptem

ber 2
017

In Ja
nuar

y 20
18 w

e wil
l also

 issue
 a rep

ort to
 thos

e cha
rged

 with
 gove

rnan
ce of

 the C
ounc

il sum
mari

sing 
the c

laims
 cert

ificat
ion w

ork w
e hav

e
unde

rtake
n.

We w
ould 

like t
o tak

e this
 oppo

rtuni
ty to

 than
k the

 Coun
cil’s s

taff f
or th

eir as
sista

nce d
uring

 the c
ourse

 of ou
r wor

k.

Debb
ie Ha

nson
Exec

utive
 Dire

ctor
For a

nd on
 beha

lf of 
Erns

t & Y
oung

 LLP
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Purp

ose
The P

urpo
se of

 this
 Lett

er
The p

urpo
se of

 this 
annu

al au
dit le

tter i
s to c

omm
unica

te to
 Mem

bers 
and e

xtern
al sta

keho
lders

, incl
uding

 mem
bers 

of th
e pub

lic, th
e key

 issue
s

arisin
g fro

m ou
r wor

k, wh
ich w

e con
sider

 shou
ld be

 brou
ght t

o the
 atte

ntion
 of th

e Cou
ncil.

We h
ave a

lread
y rep

orted
 the d

etaile
d find

ings 
from

 our 
audit

 work
 in ou

r 201
6/17

 Aud
it Re

sults
 Repo

rt to 
the P

erfor
manc

e, Au
dit an

d
Gove

rnan
ce Sc

rutin
y Com

mitte
e, rep

resen
ting t

hose
 char

ged w
ith g

overn
ance

. We 
do no

t rep
eat t

hose
 deta

iled f
indin

gs in
 this 

lette
r. The

 matt
ers

repo
rted 

here 
are t

he m
ost s

ignifi
cant 

for th
e Cou

ncil.
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s



Annu
al Au

dit L
etter

 for t
he ye

ar en
ded 3

1 Ma
rch 2

017 
– Eas

t Her
tford

shire
 Dist

rict C
ounc

il

EY

�
Resp

onsib
ilitie

s
Resp

onsib
ilitie

s of t
he A

ppoin
ted A

udito
r

Our 2
016/

17a
udit 

work
 has 

been
 unde

rtake
n in a

ccord
ance

 with
 the A

udit P
lan th

at we
 issue

d on 
22 M

arch 
2017

 and 
is con

ducte
d in a

ccord
ance

with 
the N

ation
al Au

dit O
ffice'

s 201
5 Co

de of
 Aud

it Pra
ctice

, Inte
rnati

onal 
Stan

dard
s on 

Audi
ting (

UK a
nd Ir

eland
), an

d oth
er gu

idanc
e issu

ed by
the N

ation
al Au

dit O
ffice.

As au
ditor

s we 
are r

espo
nsibl

e for
:

Expr
essin

g an 
opini

on:
On th

e 20
16/1

7 fin
ancia

l stat
emen

ts; an
d

On th
e con

siste
ncy o

f oth
er inf

orma
tion 

publi
shed

 with
 the f

inanc
ial st

atem
ents.

Form
ing a

 conc
lusio

n on 
the a

rrang
emen

ts th
e Cou

ncil h
as to

 secu
re ec

onom
y, eff

icien
cy an

d eff
ectiv

enes
s in i

ts us
e of r

esou
rces.

Repo
rting

 by e
xcep

tion:
If the

 annu
al go

verna
nce s

tatem
ent is

 misl
eadin

g or 
not c

onsis
tent 

with 
our u

nder
stand

ing o
f the

 Coun
cil;

Any 
signi

fican
t mat

ters t
hat a

re in
 the p

ublic
 inter

est;
Any 

writt
en re

comm
enda

tions
 to th

e Cou
ncil, 

whic
h sho

uld b
e cop

ied to
 the S

ecret
ary o

f Sta
te; an

d
If we

 have
 disc

harg
ed ou

r dut
ies a

nd re
spon

sibili
ties a

s est
ablis

hed b
y thy

 Loca
l Aud

it and
 Acco

unta
bility

 Act 
2014

 and 
Code

 of A
udit

Prac
tice.

Alon
gside

 our 
work

 on t
he fin

ancia
l stat

emen
ts, w

e als
o rev

iew a
nd re

port 
to th

e Nat
ional

 Aud
it Off

ice (N
AO) o

n you
 Who

le of 
Gove

rnme
nt

Acco
unts 

retur
n. Th

e Cou
ncil i

s bel
ow th

e spe
cified

 audi
t thre

shold
 of £

350 
millio

n. Th
erefo

re, w
e did

 not p
erfor

m an
y aud

it pro
cedu

res o
n the

retur
n.
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Resp

onsib
ilitie

s of t
he C

ounc
il

The C
ounc

il is r
espo

nsibl
e for

 prep
aring

 and 
publi

shing
 its s

tatem
ent o

f acc
ount

s acc
ompa

nied 
by an

 Ann
ual G

overn
ance

 Stat
emen

t (AG
S). In

 the
AGS,

 the C
ounc

il rep
orts 

publi
cly e

ach y
ear o

n how
 far i

t com
plies

 with
 its o

wn c
ode o

f gov
erna

nce, 
inclu

ding 
how 

it has
 mon

itore
d and

 eval
uated

the e
ffect

ivene
ss of

 its g
overn

ance
 arra

ngem
ents 

in ye
ar, an

d any
 chan

ges p
lanne

d in t
he co

ming
 perio

d.
The C

ounc
il is a

lso re
spon

sible
 for p

uttin
g in p

lace 
prop

er ar
rang

emen
ts to 

secu
re ec

onom
y, eff

icien
cy an

d effe
ctive

ness
 in its

 use 
of re

sourc
es.



Finan
cial S

tatem
ent

Audi
t
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Finan

cial S
tatem

ent A
udit

Key 
Issue

s
The C

ounc
il’s S

tatem
ent o

f Acc
ount

s is a
n imp

ortan
t too

l for 
the C

ounc
il to s

how 
how 

it has
 used

 publ
ic mo

ney a
nd ho

w it c
an de

mons
trate

 its
finan

cial m
anag

emen
t and

 finan
cial h

ealth
.

We a
udite

d the
 Coun

cil’s S
tatem

ent o
f Acc

ount
s in l

ine w
ith th

e Na
tiona

l Aud
it Off

ice’s 
2015

 Code
 of A

udit P
racti

ce, In
terna

tiona
l Stan

dard
s on

Audi
ting (

UK a
nd Ir

eland
), an

d oth
er gu

idanc
e issu

ed by
 the N

ation
al Au

dit O
ffice 

and i
ssue

d an 
unqu

alifie
d aud

it rep
ort o

n 29
 Sept

embe
r 201

7.
Our d

etaile
d find

ings 
were

 repo
rted 

to th
e 26

 Sept
embe

r 201
7 Per

form
ance

, Aud
it and

 Gove
rnan

ce Sc
rutin

y Com
mitte

e.
The k

ey iss
ues i

dent
ified 

as pa
rt of 

our a
udit 

were
 as fo

llows
:

Sign
ifican

t Ris
k

Conc
lusio

n
Mana

geme
nt ov

errid
e of 

cont
rols

A ris
k pre

sent 
on al

l aud
its is

 that
 man

agem
ent is

 in a
uniqu

e pos
ition

 to pe
rpetr

ate f
raud

 beca
use o

f its a
bility

to m
anipu

late a
ccou

nting
 reco

rds d
irect

ly or
 indir

ectly
,

and p
repa

re fra
udule

nt fin
ancia

l stat
emen

ts by
 over

ridin
g

contr
ols th

at ot
herw

ise a
ppea

r to b
e ope

ratin
g

effec
tively

.
Audi

ting 
stand

ards 
requ

ire u
s to r

espo
nd to

 this 
risk b

y
testin

g the
 appr

opria
tenes

s of j
ourn

als, t
estin

g
acco

untin
g est

imate
s for

 poss
ible m

anag
emen

t bias
 and

obta
ining

 an u
nder

stand
ing o

f the
 busi

ness
 ratio

nale 
for

any s
ignifi

cant 
unus

ual tr
ansa

ction
s.

For l
ocal 

auth
oritie

s the
 pote

ntial 
for th

e inc
orrec

t
class

ificat
ion o

f rev
enue

 spen
d as 

capit
al is 

a par
ticula

r
area

 whe
re th

ere is
 a ris

k of m
anag

emen
t ove

rride
. We

there
fore 

revie
w ca

pital 
expe

nditu
re on

 prop
erty,

 plan
t

and e
quipm

ent t
o ens

ure i
t me

ets t
he re

levan
t acc

ount
ing

We o
btain

ed a 
full li

st of
 jour

nals 
poste

d to t
he ge

nera
l ledg

er du
ring 

the y
ear, 

and
analy

sed t
hese

 jour
nals 

using
 crite

ria w
e set

 to id
entif

y any
 unus

ual jo
urna

l type
s or

amou
nts. W

e the
n tes

ted a
 sam

ple o
f jour

nals 
that 

met o
ur cr

iteria
 and 

teste
d the

se
to su

ppor
ting 

docu
ment

ation
.

The m
ost s

ignifi
cant 

acco
untin

g est
imate

s in t
he fin

ancia
l stat

emen
ts re

late t
o the

net p
ensio

n liab
ility a

nd pr
oper

ty va
luatio

ns. W
e cha

lleng
ed th

e sig
nifica

nt m
ovem

ent
in th

e act
uaria

l valu
ation

 and 
foun

d no 
indic

ation
 of m

anag
emen

t bias
 in th

is
estim

ate. 
Our w

ork o
n the

 prop
erty 

valua
tions

 focu
sed o

n ver
ifying

 and 
critic

ally
chall

engin
g the

 basi
s of v

aluat
ion a

dopt
ed by

 the v
aluer

 in re
lation

 to th
e Cou

ncil’s
prop

erty,
 in pa

rticu
lar fo

r spe
cialis

t ass
ets w

hich 
are v

alued
 on a

 depr
eciat

ed
repla

ceme
nt co

sts b
asis.

 We e
ngag

ed ou
r Inte

rnal s
pecia

lists 
to re

view
 a sa

mple
 of

asset
s and

 gain
ed su

fficie
nt as

suran
ce th

at th
e val

ues r
epor

ted in
 the f

inanc
ial

state
ment

s we
re no

t mat
eriall

y mis
state

d.
We h

ave n
ot ide

ntifie
d any

 mate
rial w

eakn
esse

s in c
ontro

ls or 
evide

nce o
f mat

erial
mana

geme
nt ov

errid
e.
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requ

irem
ents 

to be
 capi

talise
d.

We h
ave n

ot ide
ntifie

d any
 insta

nces
 of in

appr
opria

te jud
geme

nts b
eing 

appli
ed.

We d
id no

t iden
tify a

ny ot
her t

ransa
ction

s dur
ing o

ur au
dit w

hich 
appe

ared
 unus

ual
or ou

tside
 the C

ounc
il’s n

orma
l cou

rse o
f bus

iness
Our t

estin
g did

 not i
denti

fy an
y exp

endit
ure w

hich 
had b

een i
napp

ropri
ately

capit
alise

d.
Valu

ation
 of P

rope
rty A

ssets
–Old

 Rive
r Lan

e
Valu

ation
 of pr

oper
ty as

sets 
is a s

ignifi
cant 

acco
untin

g
estim

ate t
hat h

as a 
mate

rial im
pact 

on th
e fina

ncial
state

ment
s.

The O
ld Riv

er La
ne si

te wa
s pur

chas
ed by

 the C
ounc

il
durin

g 20
15 an

d cla
ssifie

d as 
an in

vestm
ent a

sset 
in the

Coun
cil’s 2

015/
16 a

ccou
nts. T

he Co
uncil

 is co
ntinu

ing t
o

deve
lop it

s pro
posa

ls for
 the u

se of
 this 

site a
nd th

is is
likely

 to re
sult i

n cha
nges

 in th
e cla

ssific
ation

 and
valua

tion 
of th

e ass
et.in

 201
6/17

. Due
 to th

e ma
teria

l
natu

re of
 the a

sset,
 sma

ll cha
nges

 in as
sump

tions
 whe

n
valui

ng th
e ass

et co
uld h

ave a
 mate

rial im
pact 

on th
e

Coun
cil’s f

inanc
ial st

atem
ents.

To ad
dress

 this 
risk w

e com
plete

d a n
umbe

r of p
roced

ures 
inclu

ding:
•

Asse
ssing

 the a
ccou

nting
 class

ificat
ion o

f the
 Old R

iver L
ane s

ite, t
he

resul
ting 

valua
tion 

basis
 appl

ied to
 the a

ssets
•

Conf
irme

d the
 PPE

 and 
Inves

tmen
t Pro

perty
 valu

ation
s wh

ich in
clude

d non
-

mate
rial a

 decr
ease

 of in
vestm

ent p
rope

rty v
alue 

and a
 non-

mate
rial

incre
ase i

n the
 PPE

 bala
nce d

uring
 201

6/17
.

•
Asse

ssing
 the w

ork o
f the

 prop
erty 

valua
tion s

pecia
lists 

comm
ission

ed by
 the

Coun
cil to

 valu
e the

 Old 
River

 Lane
 Site

 to d
eterm

ine w
heth

er we
 coul

d pla
ce

relian
ce on

 their
 work

. We 
conc

luded
 that

 we c
ould 

place
 relia

nce o
n the

ir
valua

tions
 for t

his a
sset.

•
Revie

wing
 and 

testin
g the

 acco
untin

g ent
ries a

nd di
sclos

ures 
made

 with
in th

e
finan

cial s
tatem

ents 
in re

lation
 to an

y rev
aluat

ions 
or im

pairm
ents.

 No is
sues

have
 been

 iden
tified

 in re
view

ing th
is ac

coun
ting t

reatm
ent.

As a 
resul

t of t
he pr

oced
ures 

we co
mple

ted w
e we

re sa
tisfie

d tha
t the

 Old 
River

 Lane
site i

s val
ued o

n an 
appr

opria
te ba

sis an
d the

 valu
es in

 the a
ccou

nts a
re no

t
mate

rially
 miss

tated
.

Othe
r Key

 Find
ings

Conc
lusio

n
Valu

ation
s – re

lianc
e on 

expe
rts

We id
entif

ied tw
o are

as in
 our 

Audi
t Pla

n wh
ere

Pens
ions:

 We h
ave a

ssess
ed an

d are
 satis

fied w
ith th

e com
pete

ncy a
nd ob

jectiv
ity of

 the
Coun

cil ac
tuari

es: H
yman

s Rob
ertso

n LLP
. Our

 own
 pens

ions 
team

 and 
PwC 

(Con
sultin

g



Annu
al Au

dit L
etter

 for t
he ye

ar en
ded 3

1 Ma
rch 2

017 
– Eas

t Her
tford

shire
 Dist

rict C
ounc

il

EY

��
we p

lace 
relian

ce on
 expe

rts; p
ensio

ns an
d

prop
erty 

valua
tions

. The
se ar

eas a
re bo

th hi
ghly

mate
rial b

alanc
es in

 the C
ounc

il’s a
ccou

nts
whic

h are
 base

d on 
estim

ates 
and p

rofes
siona

l
judge

ment
.

In ac
corda

nce w
ith A

uditin
g Sta

ndar
ds, w

e hav
e

evalu
ated

 each
 spec

ialist
’s pro

fessi
onal

comp
eten

ce an
d obj

ectiv
ity, c

onsid
ering

 their
quali

ficati
ons, 

expe
rienc

e and
 avai

lable
resou

rces,
 toge

ther 
with 

the in
depe

nden
ce of

the in
divid

uals 
perfo

rmin
g the

 work
.

We h
ave a

lso c
onsid

ered
 the w

ork p
erfor

med 
by

the s
pecia

list in
 light

 of ou
r kno

wled
ge of

 the
Coun

cil’s e
nviro

nmen
t and

 proc
esse

s and
 our

asse
ssme

nt of
 audi

t risk
 in th

e par
ticula

r are
a.

Actu
ary t

o the
 NAO

) hav
e rev

iewe
d the

 work
 of th

e act
uarie

sand
 conc

lude 
we c

an pl
ace

relian
ce on

 them
. We 

also 
chall

enge
d the

 sign
ifican

t mo
veme

nt in
 the a

ctuar
ial va

luatio
n and

foun
d no 

indic
ation

 of m
anag

emen
t bias

 in th
is est

imate
.

Prop
erty 

valua
tions

: We 
are s

atisfi
ed th

at th
e Cou

ncil’s
 valu

ers, W
ilks H

ead &
 Eve,

 have
 the

nece
ssary

 qual
ificat

ions 
and e

xper
ience

. We 
enga

ged o
ur in

terna
l valu

ation
 spec

ialist
 to

revie
w an

d crit
ically

 chal
lenge

 the b
asis a

nd m
etho

d of v
aluat

ion a
dopt

ed fo
r a sa

mple
 of

asse
ts, in

cludi
ng pa

rticu
larly 

spec
ialise

d ass
ets w

hich 
are v

alued
 on a

 depr
eciat

ed
repla

ceme
nt co

sts b
asis w

hich 
is a m

ore j
udge

ment
al va

luatio
n bas

is. W
e hav

e con
clude

d tha
t

there
 are e

leme
nts o

f the
 Spec

ialist
’s ap

proa
ch to

 valu
ation

 whic
h are

 form
ulaic

 and 
are n

ot
cons

isten
t with

 UK v
aluat

ion p
racti

ce, g
iven 

the c
hara

cteri
stics

 of th
e pro

perti
es be

ing v
alued

and c
onsid

ering
 the f

acts 
and c

ircum
stanc

es at
 the v

aluat
ion d

ate. F
or th

e sam
ple o

f
prop

ertie
s we

 revie
wed,

 we h
ave h

owev
er co

nclud
ed th

at, d
espit

e the
se iss

ues, 
the v

alues
appe

ar to
 be in

 a rea
sona

ble ra
nge a

lbeit 
at th

e upp
er en

d. We
 have

 cons
idere

d the
 pote

ntial
impa

ct of
 thes

e issu
es on

 the r
emai

nder
 of th

e Cou
ncil’s

 prop
erty,

 plan
t and

 equi
pmen

t
balan

ce an
d hav

e con
clude

d tha
t the

 over
all va

luatio
n est

imate
 is no

t unr
easo

nable
.

Finan
cial s

tatem
ent p

rese
ntati

on - C
IES a

nd E
FA

Ame
ndme

nts h
ave b

een m
ade t

o the
 Code

 of P
racti

ce on
Loca

l Aut
horit

y Acc
ount

ing in
 the U

nited
 King

dom 
2016

-
17 c

hang
ing th

e wa
y the

 finan
cial s

tatem
ents 

are
prese

nted
. The

 new
 repo

rting
 requ

irem
ents 

impa
ct on

 the
Com

preh
ensiv

e Inc
ome 

and E
xpen

ditur
e Sta

teme
nt (C

IES)
and t

he M
ovem

ent in
 Rese

rves 
State

ment
 (MiR

S), a
nd

inclu
de th

e int
rodu

ction
 of th

e new
 ‘Exp

endit
ure a

nd
Fund

ing A
nalys

is’ no
te as

 a res
ult o

f the
 ‘Tell

ing t
he St

ory’
revie

w of 
the p

resen
tatio

n of l
ocal 

auth
ority

 finan
cial

state
ment

s.
As a 

resul
t of t

hese
 chan

ges, 
the s

ervic
e ana

lysis 
shou

ld
be ba

sed o
n the

 orga
nisat

ional
 stru

cture
 unde

r whi
ch th

e
Coun

cil op
erate

s. Th
is ch

ange
 in th

e Cod
e req

uired
 a ne

w
struc

ture 
for th

e prim
ary s

tatem
ents,

 new
 note

s and
 a ful

l
retro

spec
tive r

estat
emen

t of i
mpac

ted p
rima

ry
state

ment
s.

Our t
estin

g foc
usse

d on:
•

Revie
wing

 the E
xpen

ditur
e and

 Fund
ing A

nalys
is, th

e res
tated

 CIES
 and 

new
note

s to e
nsure

 disc
losur

es ar
e in l

ine w
ith th

e cod
e of p

racti
ce;

•
Revie

wing
 the a

nalys
is of 

how 
these

 figur
es ar

e der
ived,

 how
 the l

edge
r

syste
m ha

s bee
n re-

mapp
ed to

 refle
ct th

e Cou
ncil’s

 orga
nisat

ional
 stru

cture
and h

ow o
verh

eads
 are a

ppor
tione

d acr
oss t

he se
rvice

 area
s rep

orted
; and

•
Agre

eing 
the r

estat
ed co

mpar
ative

 figur
es ba

ck to
 the C

ounc
il’s se

gmen
tal

analy
sis an

d sup
porti

ng w
orkin

g pap
ers.

We h
ave n

ot ide
ntifie

d any
 mate

rial m
issta

teme
nts f

rom 
our w

ork o
n the

 CIES
and E

xpen
ditur

e and
 Fund

ing A
nalys

is. Th
e dis

closu
res a

re co
mplia

nt wi
th th

e
Code

 of P
racti

ce an
d ref

lect t
he Co

uncil
’s org

anisa
tiona

l stru
cture

.
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Our a

pplic
ation

 of m
ateri

ality
When

 esta
blish

ing o
ur ov

erall 
audit

 strat
egy, 

we d
eterm

ined 
a ma

gnitu
de of

 unco
rrect

ed m
issta

teme
nts t

hat w
e jud

ged w
ould 

be m
ateri

al for
 the

finan
cial s

tatem
ents 

as a 
whol

e.
Item

Thre
shold

s app
lied

Plann
ing m

ateri
ality

We d
eterm

ined 
mate

rialit
y to b

e £1
.531

 milli
on (2

016:
 £1.7

43 m
illion

), wh
ich is

 2% o
f gro

ss
expe

nditu
re re

porte
d in t

he ac
coun

ts.
We c

onsid
er gr

oss e
xpen

ditur
e to b

e one
 of th

e pri
ncipa

l con
sider

ation
s for

 stak
ehold

ers in
asses

sing 
the f

inanc
ial pe

rform
ance

 of th
e Cou

ncil.
Repo

rting
 thre

shold
We a

gree
d wit

h the
 Perf

orma
nce, 

Audi
t and

 Gove
rnan

ce Sc
rutin

y Com
mitte

e tha
t we 

woul
d

repo
rt to 

the C
omm

ittee
 all u

ncor
recte

d aud
it dif

feren
ces i

n exc
ess o

f £0.
076 

millio
n (20

16:
£0.0

87 m
illion

)

We a
lso id

entif
ied th

e foll
owin

g are
as wh

ere m
issta

teme
nt at

 a lev
el low

er th
an ou

r ove
rall m

ateri
ality 

level
 migh

t infl
uenc

e the
 read

er.  F
or th

ese
areas

 we d
evelo

ped a
n aud

it str
ategy

 spec
ific to

 thes
e are

as. T
he ar

eas i
dent

ified 
and a

udit s
trate

gy ap
plied

 inclu
de:

•
Rem

uner
ation

 discl
osure

s inc
ludin

g any
 seve

rance
 paym

ents,
 exit 

pack
ages

 and 
term

inatio
n ben

efits:
•

Relat
ed pa

rty tr
ansa

ction
s;

•
Mem

ber’s
 allow

ance
s.

We e
valua

te an
y unc

orrec
ted m

issta
teme

nts a
gains

t bot
h the

 quan
titati

ve m
easu

res o
f mat

eriali
ty dis

cusse
d abo

ve an
d in l

ight o
f oth

er re
levan

t
quali

tative
 cons

idera
tions

.
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Value

 for M
oney

We a
re re

quire
d to c

onsid
er wh

ethe
r the

 Coun
cil ha

s put
 in pl

ace ‘
prop

er ar
rang

emen
ts’ to

 secu
re ec

onom
y, eff

icien
cy an

d eff
ectiv

enes
s on 

its us
e

of re
sourc

es. T
his is

 know
n as 

our v
alue 

for m
oney

 conc
lusio

n.
Prop

er ar
rang

emen
ts ar

e def
ined 

by st
atuto

ry gu
idanc

e issu
ed by

 the N
ation

al Au
dit O

ffice.
 They

 com
prise

 your
 arra

ngem
ents 

to:
•

Take
 infor

med 
decis

ions;
•

Deplo
y res

ource
s in a

 sust
ainab

le ma
nner

; and
•

Work
 with

 part
ners 

and o
ther 

third
 part

ies.

Prop
er ar

rang
emen

ts fo
r

secu
ring 

value
 for m

oney

Infor
med

decis
ion m

aking

Work
ing w

ith
partn

ers a
nd

third
 part

ies
Susta

inabl
e

reso
urce

deplo
ymen

t
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We id

entif
ied o

ne si
gnific

ant r
isk in

 relat
ion to

 thes
e arr

ange
ment

s, rel
ating

 to th
e dev

elopm
ent o

f Old
 Rive

r Lan
e. Th

e tab
le be

low p
resen

ts th
e

findin
gs of

 our 
work

 in re
spon

se to
 the r

isk id
entif

ied.
We h

ave p
erfor

med 
the p

roced
ures 

outlin
ed in

 our 
Audi

t Pla
n. We

 did n
ot id

entif
y any

 sign
ifican

t wea
knes

ses in
 the C

ounc
il’s a

rrang
emen

ts to
ensu

re it 
took 

prop
erly i

nform
ed de

cisio
ns an

d dep
loyed

 reso
urces

 to ac
hieve

 plan
ned a

nd su
stain

able 
outco

mes 
for ta

xpay
ers a

nd lo
cal p

eople
.

We th
erefo

re iss
ued a

n unq
ualifi

ed va
lue fo

r mo
ney c

onclu
sion 

on 29
 Sept

embe
r 201

7.

Sign
ifican

t Ris
k

Conc
lusio

n
Infor

med 
decis

ion m
aking

 and 
partn

ersh
ip

work
ing: D

evelo
pmen

t of O
ld Ri

ver L
ane

The C
ounc

il pur
chas

ed O
ld Riv

er La
ne fo

r
inves

tmen
t pur

pose
s dur

ing 2
015/

16. T
his is

 a
subs

tanti
al as

set a
nd th

e pur
chas

e of s
uch a

signi
fican

t inve
stme

nt as
set is

 outs
ide th

e
Coun

cil’s n
orma

l cou
rse o

f bus
iness

.
The d

evelo
pmen

t of t
he si

te is 
there

fore
signi

fican
t pro

ject f
or th

e Cou
ncil w

hich 
prese

nts
chall

enge
s in t

erms
 of go

verna
nce, 

finan
cial a

nd
risk m

anag
emen

t as w
ell as

 part
nersh

ip
work

ing.
Plans

 for t
he si

te ar
e con

tinui
ng to

 be d
evelo

ped,
and d

ecisio
ns th

at th
e Cou

ncil i
s ma

king 
now,

 will
impa

ct on
 reve

nue a
nd ca

pital 
costs

 relat
ing to

the p
rojec

t, in 
curre

nt as
 well 

as fu
ture 

years
.

We h
ave a

ssess
ed th

e arr
ange

ment
s in p

lace 
supp

ortin
g the

 deve
lopm

ent o
f the

 site,
 focu

sing
on: •

Gain
ing a

n und
ersta

nding
 of th

e pla
ns fo

r Old
 Rive

r Lan
e dev

elopm
ent

•
Asse

ssing
 the g

overn
ance

 and 
finan

cial a
nd ri

sk m
anag

emen
t arra

ngem
ents 

in pla
ce to

supp
ort k

ey de
cisio

n ma
king

•
Unde

rstan
ding 

the f
inanc

ial im
plica

tions
 of th

e pro
ject a

nd th
e key

 deci
sions

 bein
g

made
, incl

uding
 the l

inkag
e bet

ween
 the 

capit
al pro

gram
me a

nd re
venu

e bud
getin

g
•

Unde
rstan

ding 
how 

the C
ounc

il is w
orkin

g wit
h oth

er bo
dies 

and p
artne

rs in 
relat

ion to
the p

rojec
t

We h
ave n

ot id
entif

ied a
ny is

sues
 in th

e rev
iew o

f the
 arra

ngem
ents 

in pla
ce fo

r dev
elopi

ng th
e

site. 
 We w

ill co
ntinu

e to r
eview

 the p
rogre

ss of
 the d

evelo
pmen

t as d
ecisio

ns ar
e ma

de ab
out

its fu
ture 

as pa
rt of 

our 2
017/

18 au
dit.



Othe
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ortin
g

Issue
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Othe

r Rep
ortin

g Iss
ues

Whol
e of 

Gove
rnme

nt Ac
coun

ts
Alon

gside
 our 

work
 on th

e fina
ncial

 state
ment

s, we
 also

 revie
w an

d rep
ort to

 the N
ation

al Au
dit O

ffice 
(NAO

) on y
ou W

hole 
of Go

vernm
ent

Acco
unts 

retur
n. Th

e Cou
ncil i

s bel
ow th

e spe
cified

 audi
t thre

shold
 of £

350 
millio

n. Th
erefo

re, w
e did

 not p
erfor

m an
y aud

it pro
cedu

res o
n the

retur
n. Annu

al Go
vern

ance
 Stat

emen
t

We a
re re

quire
d to c

onsid
er th

e com
plete

ness
 of di

sclos
ures 

in the
 Coun

cil’s A
nnua

l Gov
erna

nce S
tatem

ent, 
ident

ify an
y inc

onsis
tenci

es wi
th th

e
othe

r info
rmat

ion o
f whi

ch w
e are

 awar
e fro

m ou
r wor

k, an
d con

sider
 whe

ther 
it is m

islea
ding.

We c
ompl

eted 
this w

ork a
nd di

d not
 iden

tify a
ny ar

eas o
f con

cern
Repo

rt in 
the P

ublic
 Inte

rest
We h

ave a
 duty

 unde
r the

 Loca
l Aud

it and
 Acco

unta
bility

 Act 
2014

 to co
nside

r whe
ther,

 in th
e pub

lic in
teres

t, to 
repo

rt on
 any 

matt
er th

at co
mes

to ou
r atte

ntion
 in th

e cou
rse o

f the
 audi

t in o
rder 

for it
 to be

 cons
idere

d by 
the C

ounc
il or b

roug
ht to

 the a
ttent

ion o
f the

 publ
ic.

We d
id no

t iden
tify a

ny is
sues 

whic
h req

uired
 us to

 issu
e a re

port 
in the

 publ
ic int

erest
.

Writt
en R

ecom
mend

ation
s

We h
ave a

 duty
 unde

r the
 Loca

l Aud
it and

 Acco
unta

bility
 Act 

2014
 to de

signa
te an

y aud
it rec

omm
enda

tion 
as on

e tha
t req

uires
 the C

ounc
il to

cons
ider 

it at 
a pub

lic m
eetin

g and
 to de

cide 
what

 actio
n to t

ake i
n res

pons
e.

We d
id no

t iden
tify a

ny is
sues 

whic
h req

uired
 us to

 issu
e a w

ritten
 reco

mme
ndat

ion.
Obje

ction
s Re

ceive
d

We d
id no

t rec
eive 

any o
bject

ions 
to th

e 20
16/1

7 fin
ancia

l stat
emen

ts fro
m me

mber
s of t

he pu
blic.

Othe
r Pow

ers a
nd D

uties
We id

entif
ied n

o issu
es du

ring 
our a

udit 
that 

requ
ired u

s to u
se ou

r add
ition

al po
wers

 unde
r the

 Loca
l Aud

it and
 Acco

unta
bility

 Act 
2014

.
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Indep

ende
nce

We c
omm

unica
ted o

ur as
sessm

ent o
f inde

pend
ence

 in ou
r Aud

it Re
sults

 Repo
rt to 

the P
erfor

manc
e, Au

dit an
d Go

verna
nce S

cruti
ny Co

mmit
tee o

n
26 S

eptem
ber 2

017.
 In ou

r pro
fessi

onal 
judge

ment
 the f

irm is
 inde

pend
ent a

nd th
e obj

ectiv
ity of

 the a
udit 

enga
geme

nt pa
rtner

 and 
audit

 staff
has n

ot be
en co

mpro
mise

d wit
hin t

he m
eanin

g reg
ulato

ry an
d pro

fessi
onal 

requ
ireme

nts.
Cont

rol T
heme

s and
 Obs

erva
tions

As pa
rt of 

our w
ork, 

we o
btain

ed an
 unde

rstan
ding 

of int
erna

l con
trol s

uffici
ent t

o pla
n our

 audi
t and

 dete
rmin

e the
 natu

re, ti
ming

 and 
exten

t of
testin

g per
form

ed. A
lthou

gh ou
r aud

it wa
s not

 desi
gned

 to ex
press

 an o
pinio

n on 
the e

ffect
ivene

ss of
 inter

nal c
ontro

l, we
 are r

equir
ed to

comm
unica

te to
 you 

signi
fican

t def
icien

cies i
n inte

rnal c
ontro

l iden
tified

 duri
ng ou

r aud
it.

We h
ave a

dopt
ed a 

fully 
subs

tanti
ve ap

proa
ch an

d hav
e the

refor
e not

 teste
d the

 oper
ation

 of co
ntrol

s.
Our a

udit d
id no

t iden
tify a

ny co
ntrol

s issu
es to

 brin
g to t

he at
tenti

on of
 the P

erfor
manc

e, Au
dit an

d Go
verna

nce S
cruti

ny Co
mmit

tee.
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Focu

sed o
n you

r fut
ure

Area
Issue

Impa
ct

Earli
er de

adlin
e

for p
rodu

ction
and a

udit o
f the

finan
cial

state
ment

s
from

 201
7/18

The A
ccou

nts a
nd A

udit
Regu

lation
s 201

5 int
rodu

ced a
signi

fican
t cha

nge i
n sta

tutor
y

dead
lines

 from
 the 2

017/
18

finan
cial y

ear. 
From

 next
 year

 the
timet

able 
for th

e pre
para

tion a
nd

appr
oval 

of ac
coun

ts wi
ll be

brou
ght f

orwa
rd wi

th dr
aft

acco
unts 

need
ing to

 be p
repa

red
by 31

 May
 and 

the p
ublic

ation
 of

the a
udite

d acc
ount

s by 
31 J

uly.

Thes
e cha

nges
 prov

ide c
halle

nges
 for b

oth t
he pr

epare
rs an

d the
 audi

tors 
of th

e
finan

cial s
tatem

ents.
To pr

epar
e for

 this 
chan

ge th
e Co

uncil
 has 

taken
 som

e ste
ps in

 201
6/17

. For
exam

ple it
 has 

start
ed to

 criti
cally

 revie
w an

d am
end t

he cl
osed

own 
proce

ss to
achie

ve ea
rlier 

draft
 acco

unts 
prod

uctio
n.

Over
 the c

omin
g mo

nths,
 the C

ounc
il nee

ds to
 revie

w its
 proc

esse
s for

respo
nding

 to au
dit qu

eries
 and 

estab
lish t

he ke
y con

tacts
 for t

he au
dit pr

oces
s,

we’ll
 be h

appy
 to en

gage
 in th

is dis
cussi

on.
As au

ditor
s, na

tiona
lly we

 have
:

•I
ssue

d a th
ough

t piec
e on 

early
 close

down
•A

s par
t of t

he st
rateg

ic All
iance

 with
 CIPF

A joi
ntly p

resen
ted

acco
unts 

close
down

 work
shop

s acr
oss E

nglan
d, Sc

otlan
d and

 Wale
s

•P
resen

ted a
t CIP

FA ea
rly cl

osed
own 

even
ts an

d on 
the s

ubjec
t at t

he
Loca

l Gov
ernm

ent A
ccou

nting
 Conf

eren
ces i

n Jul
y 20

17
•I

nvite
d clie

nts t
o a F

aster
 Clos

e wo
rksho

p
We h

ave a
gree

d wit
h the

 Coun
cil to

 enga
ge ea

rly, f
ollow

ing th
e com

pletio
n of

the 2
016/

17 a
udit,

 to  f
acilit

ate e
arly s

ubsta
ntive

 testi
ng fo

r 201
7/18

 and 
also

to co
nside

r ste
ps th

e Cou
ncil c

an ta
ke, fo

r exa
mple

:
•S

tream
lining

 the S
tatem

ent o
f Acc

ount
s rem

oving
 all n

on-m
ateri

al
discl

osure
 note

s
•B

ringi
ng fo

rwar
d the

 com
miss

ionin
g and

 prod
uctio

n of k
ey ex

terna
lly

prov
ided 

infor
mati

on su
ch as

 IAS 
19 p

ensio
n info

rmat
ion, a

sset
valua

tions
•R

e-ord
ering

 task
s fro

m ye
ar-en

d to 
mont

hly/q
uarte

rly ti
ming

, red
ucing

year-
end p

ressu
re

•E
stabl

ishin
g and

 agre
eing 

work
ing m

ateri
ality 

amou
nts fo

r the
 acco

unts 
closu

re
proc

ess.
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Appe

ndix 
A

Audi
t Fee

s
Our f

ee fo
r 201

6/17
is in 

line w
ith th

e sca
le fee

 set b
y the

 PSA
A an

d rep
orted

 in ou
r 22 

Marc
h 20

17 A
udit P

lan.
Desc

riptio
n

Final
 Fee 

2016
/17

£
Plan

ned F
ee20

16/1
7

£
Scale

 Fee 
2016

/17
£

Final
 Fee 

2015
/16

£
Tota

l Aud
it Fe

e – C
ode w

ork
To be

 conf
irme

d
52,3

31
52,3

31
53,1

02
Tota

l Aud
it Fe

e – C
ertif

icatio
n of

claim
s and

 retu
rns

To be
 conf

irme
d

5,95
5

5,95
5

8,31
6

In 20
15/1

6 an 
addit

ional
 fee o

f £77
1 wa

s cha
rged

 in re
spec

t wor
k req

uired
 in re

spon
se to

 the s
ignifi

cant 
risks

 iden
tified

 in re
lation

 to o
ur va

lue
for m

oney
 conc

lusio
n on 

2015
/16.

Durin
g 20

16/1
7 we

 have
 prop

osed
 an a

dditio
nal fe

e in r
espe

ct of
 addi

tiona
l pro

cedu
res r

elatin
g to 

prop
erty,

 plan
t and

 equi
pmen

t and
 inve

stme
nt

prop
erty 

valua
tions

 and 
addit

ional
 cost

s inc
urred

 in co
mple

ting o
ur au

dit du
e to s

ome 
delay

s in r
eceiv

ing r
espo

nses
 to au

dit qu
eries

. We 
are

curre
ntly f

inalis
ing th

e val
ue of

 this 
with 

mana
geme

nt. T
his w

ill als
o nee

d to b
e agr

eed w
ith P

SAA.
We h

ave n
ot ye

t com
plete

d our
 audi

t of t
he 20

16/1
7 hou

sing 
subs

idy c
laim 

and t
here

fore 
are n

ot ab
le to 

confi
rm th

e fina
l fee 

for 2
016/

17.
We c

onfir
m we

 have
 not u

nder
taken

 any 
non-a

udit w
ork o

utsid
e of t

he PS
AA’s

 requ
irem

ents.
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