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Dear Councillor, 
 
Audit-Sub Committee 
 
A Meeting of the Audit-Sub Committee will be held in the Council Chamber (Special), on 
Thursday, 05 December 2019 at 16:00.  You are requested to attend. 
 
 
Yours faithfully, 

 
 
 
Chief Executive 
 
 
 
 
 
To:- Conservative Group  
 Councillor Whittenham (Chairman), Councillor Atkin (Vice-Chairman) and Councillor 

Churchill 
 

Labour Group  
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AGENDA 

Open to Public and Press 

 
 
1 Apologies and to note any Substitutes appointed for the Meeting.  

2 To receive any questions by members of the public pursuant to Council 

Procedure Rule No.10. 

 

3 To note any declarations of interest arising from any items on the Agenda  

4 To receive any questions by Members of the Council pursuant to Council 

procedure Rule No. 11. 

 

 

5  AUDIT RESULTS REPORT FOR THE YEAR ENDING 31 MARCH 2019 3 - 53 

6 COMMITTEE WORK PROGRAMME 54 - 57 

Exclusion of the Public and Press: 

  
7 The Chairman may therefore move:-  

That in accordance with Section 100 (A)(4) of the Local Government 
Act 1972 (as amended) the press and public be excluded from the 
remainder of the Meeting as it is likely, in view of the nature of the 
business to be transacted or the nature of the proceedings, that 
there would be disclosed exempt information as defined in the 
paragraph of Part I of the Schedule 12A of the Act indicated in the 
header to each report on the Agenda. 
 

 

 
 
 
 

8 To receive any Exempt questions by Members of the Council pursuant to 

Council procedure Rule No. 11. 
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REPORT TO: 
 

AUDIT SUB COMMITTEE - SPECIAL AGENDA ITEM: 5 

DATE OF  
MEETING: 
 

 
28th NOVEMBER 2019 

CATEGORY: 
RECOMMENDED 
 
OPEN 

REPORT FROM: 
 

STRATEGIC DIRECTOR 
CORPORATE RESOURCES 
 

 
 

MEMBERS’ 
CONTACT POINT: 
 

KEVIN STACKHOUSE (01283 595811) 
Kevin.stackhouse@south-derbys.gov.uk 
 

 

DOC: u/ks/accounts/final accounts 

1819/ISO Report November 2019 

SUBJECT: AUDIT RESULTS REPORT FOR THE 
YEAR ENDING 31 MARCH 2019 
 

REF:   
 

WARD(S)  
AFFECTED: 

 
ALL 

TERMS OF 
REFERENCE: AS 05 

 

 

1.0 Recommendations 
 
1.1 That the report of the External Auditor is considered and noted. 
 
2.0 Purpose of Report 
 
2.1 For Ernst and Young (EY) as the Council’s appointed auditors, to present their 

statutory annual report on the Council’s Accounts and Financial Statements 
for the financial year 2018/19. This is in accordance with their duty to report 
their findings to management and those charged with governance under 
International Auditing Standard (ISA) 260. 

 
3.0 Detail 
 
3.1 The Auditor’s report is contained in a separate document. Audit Managers of 

EY will attend the meeting and present their report to the Committee.  
 
3.2 In summary, the report provides details on, together with any issues arising 

from, the Audit of the Council’s Accounts, Financial Statements and its 
governance arrangements for 2018/19. 

 
3.3 The report provides an opinion on the Council’s Accounts. Subject to any 

issues remaining unresolved and after consideration by the Committee, the 
Accounts and Financial Statements themselves will be presented to the 
Finance and Management Committee on 28 November 2019 for formal 
adoption and publication.  
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Value for Money  
 
3.4 In addition, the Auditor is also required to consider whether the Council has 

put in place “proper arrangements to secure economy, efficiency and 
effectiveness on its use of resources”, known as the value for money 
conclusion.  
 
Letter of Representation 

 
3.5 At the end of the Audit, the Council is required to provide a Letter of 

Representation. This is included in the Auditor’s report. It requires the 
Council’s Chief Finance (Section 151) Officer to provide assurances about the 
status of the accounts and financial statements.  

 
3.6 It also confirms that the appropriate law, regulations and codes of practice 

have been complied with and that no irregularities exist that could have a 
material effect on the financial statements.  

 
3.7 Essentially, it confirms that there are no material issues or transactions known, 

other than those already reported and disclosed that could materially affect the 
accounts for 2018/19.  

 
3.8 Following this and subject to any issues raised, the Section 151 Officer will 

officially sign the letter to finalise the Audit work for the year.    
 
4.0 Financial Implications 
 
4.1 None.  

 
5.0 Corporate Implications 
 
5.1 None directly. 
 
6.0 Community Implications 
 
6.1 None directly. 
 
7.0 Background Papers 
 
 None 
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Private and Confident ial 20 November 2019

Dear Audit -Sub Commit tee Members

We are pleased to at tach our audit  results report  for the forthcoming meet ing of the Audit -Sub Commit tee. This report  summarises our

preliminary audit  conclusion in relat ion to the audit  of South Derbyshire Dist rict  Council for 2018/ 19.

We have substant ially completed our audit  of South Derbyshire Dist rict  Council for the year ended 31 March 2019. Subject  to concluding the

outstanding matters listed in our report , we confirm that  we expect  to issue an unqualif ied audit  opinion on the f inancial statements in the form

at  sect ion 4 .

This report  is intended solely for the use of the Audit -Sub Commit tee, other members of the Council, and senior management. It  should not  be

used for any other purpose or given to any other party without  obtaining our writ ten consent .

We would like to thank your staff for their help during the engagement.

We welcome the opportunit y to discuss the contents of this report  or any other issues with you at  the Audit -Sub Commit tee meet ing on 28

November 2019.

Yours faithfully

Stephen Clark

Partner

For and on behalf of Ernst  & Young LLP

Encl
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Public Sector Audit  Appointments Ltd (PSAA) have issued a ‘Statement  of responsibilit ies of auditors and audited bodies’. It  is available from the Chief Execut ive of each audited body and via the PSAA

website (www.psaa.co.uk). This Statement  of responsibilit ies serves as the formal terms of engagement  between appointed auditors and audited bodies. It summarises where the dif ferent

responsibilit ies of auditors and audited bodies begin and end, and what  is to be expected of the audited body in certain areas.

The ‘Terms of Appointment  (updated April 2018)’ issued by PSAA sets out  addit ional requirements that  auditors must  comply with, over and above those set  out  in the Nat ional Audit  Office Code of

Audit  Pract ice (the Code) and statute, and covers mat ters of pract ice and procedure which are of a recurring nature.

This Audit  Result s Report  is prepared in the context  of the Statement  of responsibilit ies /  Terms and Condit ions of Engagement . It  is addressed to the Members of the audited body, and is prepared for

their sole use. We, as appointed auditor, take no responsibilit y to any third party.

Our Complaints Procedure – If at  any t ime you would like to discuss with us how our service to you could be improved, or if  you are dissat isfied with the service you are receiving, you may take the issue

up with your usual partner or director contact . If you prefer an alternat ive route, please contact  Steve Varley, our Managing Partner, 1 More London Place, London SE1 2AF. We undertake to look into

any complaint  carefully and prompt ly and to do all we can to explain the posit ion to you. Should you remain dissat isfied with any aspect  of our service, you may of course take mat ters up with our

professional inst itute. We can provide further informat ion on how you may contact  our professional inst itute.

06 Value for
Money

V
F
M
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Execut ive Summary

Scope update

In our audit  planning report  tabled at  the 20 March 2019 Audit -Sub Commit tee meet ing, we provided you with an overview of our audit  scope and approach for the

audit  of the f inancial statements. We carried out  our audit  in accordance with this plan, with the following except ions:

• Changes in materiality

We planned our procedures using materiality of £944k. We have reassessed this using 2% of the actual year-end gross revenue expenditure. However, as the update

resulted in a small change, the threshold for both materiality and report ing differences  of £944k and £47k, remained unchanged for the f inancial statements audit .

• For clarity, we are report ing an extension to the scope of the work on one area of focus. We ident if ied the Local Government  Pension Scheme (LGPS) as an area of

audit  focus and listed the procedures we intended to perform. Due to the result  of the McCloud judgement  in relat ion to pensions, the Government  Actuary

Department (GAD) issuing guidance and the result  of the Court  of Appeal decision to deny the Government  leave to appeal the decision, we extended the procedures

to assess the adjustment made to the f inancial statements in respect  of the judgement , the assumpt ions this adjustment was based on and management ’s process

for obtaining and considering the adjustment.

• Similarly, the impact of Guaranteed Minimum Pensions (GMP) case on LGPS has been further considered since the draft ing of the financial statements. The actuary

for the Derbyshire Pension Fund concluded that  the impact would not  be material for the Pension fund. We have carried out  further analysis on the range of the

est imate.

• The effect  of the amendment is reported under sect ion 5 Audit  Differences.

Status of the audit

We have substant ially completed our audit  of South Derbyshire Dist rict  Council’s f inancial statements for the year ended 31 March 2019 and have performed the

procedures out lined in our Audit  planning report . Subject  to sat isfactory complet ion of the following outstanding items we expect  to issue an unqualif ied opinion on the

Councils f inancial statements in the form which appears at  Sect ion 5. However unt il work is complete, further amendments may arise:

§ Conclude on the pensions disclosures (IAS 19) including the review of assumpt ions used in making the adjustment to pension liabilit ies for McCloud

§ Conclude on property, plant  and equipment valuat ions

§ Conclude on other disclosures which include work on IFRS 9 and 15

§ Conclude on the assessment of going concern

§ Conclude on the value money conclusion

§ Conclude on procedures required by the Nat ional Audit  Off ice (NAO) regarding the Whole of Government  Accounts (WGA) submission.

§ Complet ion of Subsequent event review procedures

§ Review and conclude on the updated annual governance statement

§ Review the f inal version of the f inancial statements

§ Receipt  of a signed let ter of management representat ion

We expect  to issue the audit  cert if icate at  the same t ime as the audit  opinion.
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Execut ive Summary

Object ions

We have not  received any object ions to the 2018/ 19 accounts from members of the public.

Areas of audit  focus

Our Audit  Planning Report  ident if ied key areas of focus for our audit  of South Derbyshire Dist rict  Council’s f inancial statements. This report  sets out  our observat ions

and conclusions, including our views on areas which might  be conservat ive, and where there is potent ial r isk and exposure. We summarise our considerat ion of these

matters, and any others ident if ied, in the "Key Audit  Issues"  sect ion of this report .

We ask you to review these and any other matters in this report  to ensure:

§ There are no other considerat ions or mat ters that  could have an  impact  on these issues

§ You agree with the resolution of the issue

§ There are no other signif icant  issues to be considered.

There are no matters, apart  from those reported by management or disclosed in this report , which we believe should be brought to the at tent ion of the Audit -Sub

Commit tee.

Audit  differences

We ident if ied a number of round differences in the f inancial statements which have not  been adjusted. We ask that  the  a rat ionale as to why they are not  corrected be

approved by the Audit -Sub Commit tee and included in the Let ter of Representat ion.

We have also ident if ied audit  differences with which have been adjusted by management. Details of the audit  differences can be found in Sect ion 5.
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Execut ive Summary

Control observat ions

We have adopted a fully substant ive approach, so have not  tested the operat ion of cont rols. During the performance of our substant ive procedures we have not

ident if ied any signif icant  deficiencies in the design or operat ion of an internal cont rol that  might  result  in a material misstatement in your f inancial statements and

which is unknown to you.

Value for money

We have considered your arrangements to take informed decisions; deploy resources in a sustainable manner; and work with partners and other third part ies. In our

Audit  Planning Report  we ident if ied the following signif icant  risks:

What is the significant
value for money risk?

What arrangements does the risk affect? Our audit  approach

Securing financial resilience From the medium term financial plan, updated in February 2019, the

Council has forecasted budget deficits from 2019/ 120 to 2023/ 24 with

the general fund deplet ing from £9.1m to £2.1m but remaining above

the £1m minimum level.

Going forward the Council will need to cont inue to scrut inise it s f inancial

plans to achieve budget savings of £0.4m in 2019/ 20 rising to £1.5m in

2023/ 24.

We have performed the following procedures:

§ Reviewed the MTFS including the adequacy of major

assumpt ions

§ Reviewed the Council’s arrangements to develop a robust

savings plan to address the future f inancial challenges.

Procurement and related

contract issues in the

Housing and Environment

Services Directorate

In our 2016/ 17 Audit  Results Report , we reported that  the value for

money conclusion was qualif ied on the basis the Housing and

Environment  Services Directorate had control weaknesses in its

procurement  and cont ract  management arrangements which included

having signif icant  service cont racts unsigned. As the Council started to

implement recommendat ions part  way through 2017/ 18, we have

determined that  the risk in this area remains relevant for the f inancial

year.

We have performed the following procedures:

§ Reviewed the outcomes of the work undertaken by

Internal Audit  to establish if  the recommendat ions have

been fully implemented by management

§ Understanding, if  there are any incomplete

recommendat ions, the extent  of and impact they have on

system of internal cont rol and managements plans to

address them

§ Reviewed the adequacy of managements governance

arrangements to move to a shared procurement  service.

Page 11 of 57



8

Execut ive Summary

Other report ing issues

We have reviewed the informat ion presented in the Annual Governance Statement for consistency with our knowledge of the South Derbyshire Dist rict  Council.

We have st ill to complete our submission of the Whole of Government  Accounts to the Nat ional Audit  Off ice . We do not  ant icipate any matters to highlight  to you.

We have no other matters to report .

Independence

Please refer to Sect ion 10 for our update on Independence.
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Areas of Audit  Focus

Significant risk

What is the risk?

Under ISA 240 there is a presumed risk that  revenue may be misstated due to improper revenue recognit ion. In the

public sector, this requirement is modif ied by Pract ice Note 10 issued by the Financial Report ing Council, which states

that  auditors should also consider the risk that  material misstatements may occur by the manipulat ion of expenditure

recognit ion.  Due to the nature and value of some st reams revenue and expenditure we do not  consider the risk of

fraud to apply to the following sources of Council revenue and expenditure such as Income from Cent ral Government

grants, Council Tax income, Business rate income, payroll and Housing benefit  income and expenditure

In respect  of expenditure we consider the risk is focussed on the incorrect  capitalisat ion of revenue expenditure.

Risk of fraud in revenue
and expenditure
recognit ion –
inappropriate
capitalisat ion of revenue
expenditure

We undertook substant ive procedures in response to this risk;

§ Document ing our understanding of the processes and controls in place to mit igate the risks

ident if ied, and walk through those processes and controls to confirm our understanding; and

§ Test ing a sample of property, plant  and equipment addit ions which have been included in the

balance sheet  to confirm that  they have been correct ly capitalised in accordance with

account ing standard IAS 16 and the Council’s PPE recognit ion account ing policy

What are our conclusions?

The addit ions t ransact ions tested were concluded to have been

capitalised in accordance with IAS 16 and the Council’s

recognit ion policy.

Signif icant  Risk

What did we do?
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Areas of Audit  Focus

Significant risk

What is the risk?

The financial statements as a whole are not  free of material misstatements whether caused by fraud or error.

As ident if ied in ISA (UK) 240, management is in a unique posit ion to perpet rate fraud because of it s abilit y to

manipulate account ing records direct ly or indirect ly and prepare fraudulent  f inancial statements by overriding

cont rols that  otherwise appear to be operat ing effect ively. We ident ify and respond to this fraud risk on every audit

engagement.

Misstatements due to
fraud or error

What did we do?

We undertook a number of substant ive procedures in response to this risk. The procedures

designed to address the ident if ied risk are set  out  below;

• Ident ifying fraud risks during the planning stage of the audit ;

• Inquiries of management about  risks of fraud and the cont rols put  in place to address

those risks;

• Understanding the oversight  given by those charged with governance of management ’s

processes over fraud;

• Considerat ion of the effect iveness of management ’s cont rols designed to address the

risk of fraud;

• Determining an appropriate st rategy to address those ident if ied risks of fraud;

• Performing mandatory procedures regardless of specif ically ident if ied fraud risks,

including  test ing of the appropriateness of journal ent ries recorded in the general

ledger and other adjustments made in the preparat ion of the f inancial statements;

• Sample test ing of journals from the account ing period that  are ident if ied from

applicat ion of specif ied audit  r isk criteria;

• Consider the existence of signif icant  unusual t ransact ions during the year and

performing review and test ing as required;

What are our conclusions?

We have not  ident if ied any material weaknesses in cont rols or

evidence of material management override.

We have not  ident if ied any instances of inappropriate judgements

being applied.

We did not  ident ify any other t ransact ions during our audit  which

appeared unusual or outside the Council’s normal course of

business

Signif icant  Risk
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Areas of Audit  Focus

Significant risk

What is the risk?

In the 2017/ 18 audit  results report  we confirmed that  our audit  test ing ident if ied a material error relat ing to the

overstatement of both t rade payables and cash and bank.

The absence of adequate cut -off arrangements at  year

may give rise to t ransact ions being accounted for in the incorrect  f inancial year.

Risk of cut -off error

What did we do?

We undertook substant ive procedures in response to this risk. The procedures designed to

address the ident if ied risk are set  out  below;

§ Document our understanding of the Council’s processes and controls in place to

mit igate the risks.

§ Sample test ing of revenue and liabilit y cut -off at  the period end date.

§ Conduct test ing to ident ify unrecorded liabilit ies at  the year-end.

What are our conclusions?

We have not  ident if ied any matters to bring to your at tent ion.

Signif icant  Risk
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Other Areas of Audit  Focus

What is the risk?

Management is required to make material judgemental inputs and apply est imat ion techniques to calculate the year-

end balances recorded in the balance sheet . ISAs (UK and Ireland) 500 and 540 require us to undertake procedures

on the use of management experts and the assumpt ions underlying fair value est imates.

The fair value of other land and buildings represents a signif icant  balance in the Authority’s accounts and are subject

to valuat ion changes, impairment reviews and depreciat ion charges.

Valuat ion of land and
buildings

What did we do?

§ Document our understanding of the processes and controls in place to mit igate the risks ident if ied,

and walk through those processes and controls to confirm our understanding

§ Evaluate the competence, capabilit ies and object ivity of management ’s specialist.

§ Review the terms of engagement or instruct ions issued to the valuer to ensure these are consistent

with account ing standards. And assess if  the inst ruct ion includes a specif ic inst ruct ion from the

council to the valuer relat ing to an assessment on the unvalued populat ion;

§ Consider the work performed by the Council’s external valuer, including the adequacy and scope of

the work performed.

§ Perform a sample test  the asset  data used by the valuer over the completeness and appropriateness

of informat ion provided to the valuer in performing their valuat ions (e.g. f loor plans to support

valuat ions based on a price at t r ibuted to area measurements);

§ Review the classif icat ion of assets and ensure the correct  valuat ion methodology has been applied.

§ Consider changes to useful economic lives as a result  of the most recent valuat ion; and

§ Test the accounting entries have been correct ly processed and recorded in the f inancial statements.

What are our conclusions?

We found the Councils internal valuers and the external valuer to

be appropriately qualif ied with the relevant skills to perform the

valuat ion analysis.

The valuat ion was undertaken in accordance with relevant

f inancial report ing guidance, and the key assumpt ions used in the

valuat ion were appropriate and within an acceptable range.

The valuat ion was undertaken in line with the Council’s

account ing policies.

We were sat isf ied that  the classificat ion of assets reported in the

financial statement is materially correct , and the valuers

conclusions appropriately recorded in the accounts.

What judgements are we focused on?

We focused on the following:

§ The adequacy of the scope of the work performed by the in-house and external valuer and their

professional capabilit ies

§ The reasonableness of the underlying assumpt ions used by the Authority’s expert  valuer
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Other Areas of Audit  Focus

What is the risk?

The Local Authority Account ing Code of Pract ice and IAS19 require the Authority to make extensive disclosures

within it s f inancial statements regarding its membership of the Local Government Pension Scheme administered by

South Derbyshire Council.

The Authority’s pension fund deficit  is a material est imated balance and the Code requires that  the net  liabilit y be

disclosed on the Authorit y’s balance sheet . At  31 March 2018 this totalled £947.9 million.

The informat ion disclosed is based on the IAS 19 report  issued to the Authority by the actuary to the Pension Fund.

Account ing for this scheme involves signif icant  est imat ion and judgement  and therefore management engages an

actuary to undertake the calculat ions on their behalf. ISAs (UK and Ireland) 500 and 540 require us to undertake

procedures on the use of management experts and the assumpt ions underlying fair value est imates.

In 2017/ 18, the Council’s share of the pension scheme assets was understated by £260k primarily as a result  of the

t iming of the actuary’s work.

Pension Liabilit y Valuat ion

What did we do?

• Performed appropriate tests to obtain assurance over the informat ion provided to the actuary.

• Wrote to the Pension Fund auditor to ascertain whether there are material concerns we need to

be aware of for our audit .

• Ensured account ing ent ries and disclosures are consistent  with the actuaries report .

• Assessed the work of the Pension Fund actuary (Hymans) including the assumpt ions they have

used  by relying on the work of PWC - Consult ing Actuaries commissioned by Public Sector

Auditor Appointments for all  Local Government sector auditors, and considering any relevant

reviews by the EY actuarial team.

• Reviewed the outcome from addit ional report  from the Actuary in conjunct ion with a review

and test ing of the account ing ent ries and disclosures made within the Authority’s f inancial

statements in relat ion to IAS19.

What are our conclusions?

In the year a high court  ruling (The McCloud Judgement ) has

created an construct ive obligat ion as at  the balance sheet  date

which would increase the liabilit y of the Execut ive to the Pension

Fund. Our preliminary assessment ident if ied that  there could be a

material difference yielded by the outcome of this judgement  and

as such management requested updated informat ion from the

Pension Fund Actuary, which has been adjusted for in the

financial statements.

Further, the impact of GMP was disclosed as immaterial by the

fund actuaries. We have assessed the range of the est imate to

conclude on the impact and found the range between £270k and

£374k. These amounts are not  material.

Our review of the Council’s share of the pension scheme assets

concluded that  there was an understated by £143k. However, this

is not  material and the f inancial reflect  the informat ion from the

actuary as at  31 March 2019.

What judgements are we focused on?

We focused on the following:

• The reasonableness of the underlying assumpt ions used by the Authority’s expert .

• Ensuring the informat ion supplied to the actuary in relat ion to Derbyshire County Council was

complete and accurate

• Ensuring the account ing ent ries and disclosures made in the f inancial statements were

consistent  with the report  from Hymans Robertson.
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Other Areas of Audit  Focus

What is the risk?

This new account ing standard is applicable for Local Authority accounts from the 2018/ 19 f inancial year and will

change:

• How financial assets are classif ied and measured;

• How the impairment  of f inancial assets are calculated; and

• The disclosure requirements for f inancial assets.

There are t ransit ional arrangements within the standard; and the 2018/ 19 CIPFA Code of pract ice on Local Authority

account ing provides guidance on the applicat ion of IFRS 9. However, unt il the Guidance Notes are issued and any

statutory overrides are confirmed there remains some uncertainty on the account ing t reatment.

IFRS 9 - f inancial
inst ruments

What did we do?

§ Assessed the Authority’s implementat ion arrangements that  should include an impact

assessment paper set t ing out  the applicat ion of the new standard, t ransit ional adjustments and

planned account ing for 2018/ 19;

§ Considered the classif icat ion and valuat ion of f inancial instrument  assets;

§ Reviewed expected credit  loss model impairment calculat ions for assets; and

§ Checked addit ional disclosure requirements.

What are our conclusions?

Our work has not  ident if ied any mat ters to bring to your

at tent ion.
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Other Areas of Audit  Focus

What is the risk?

This new account ing standard is applicable for Local Authority accounts from the 2018/ 19 f inancial year.

The key requirements of the standard cover the ident if icat ion of performance obligat ions under customer cont racts

and the linking of income to the meet ing of those performance obligat ions.

The 2018/ 19 Cipfa Code of pract ice on Local Authority account ing provides guidance on the applicat ion of IFRS 15

and includes a useful f low diagram and commentary on the main sources of LG revenue and how they should be

recognised. The impact on Local Authority account ing is likely to be limited as large revenue st reams like council tax,

non-domestic rates and government  grants will be outside the scope of IFRS 15. If  the Authority has not  assessed

whether or not  the new standard is relevant, there may be a risk of material misstatement if  recognit ion of revenue is

incorrect  and new disclosure requirements are not  included in the f inancial statements.

IFRS 15 – Revenue
cont racts with customers

What did we do?

§ Assessed the Authority’s implementat ion arrangements that  should include an impact

assessment paper set t ing out  the applicat ion of the new standard, t ransit ional adjustments and

planned account ing for 2018/ 19. This will include where relevant, any Local Authority Trading

Companies consolidated into the Authority’s Group Accounts

§ Considered applicat ion to the Authority’s revenue st reams, and where the standard is relevant

test  to ensure revenue is recognised when (or as) it  sat isf ies a performance obligat ion; and

§ Checked addit ional disclosure requirements are correct ly included.

What are our conclusions?

The Authority’s assessment presented for audit  did not  contain

details of the value of the st reams of income to confirm if there

were any st reams of revenue that  fell under the scope of IFRS 15.

Using our data analyt ics tool, we evaluated each st ream of

income and concluded the Council does not  have any material

revenue st reams that  come under the scope of IFRS 15.
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Areas of Audit  Focus

Other matters

In 2018/ 19 Minist ry for Housing, Local Government  and Communit ies took the decision to defer the implementat ion of IFRS 16 (Account ing for leases) in 2019/ 20 to

2020/ 21. As a result  we did not  undertake a detailed review of the preparedness but  recommended that  the Authority cont inued to plan to implement the new standard

commenced during 2019. We will discuss the Authority’s progress to implement IFRS 16 as part  of our audit  planning for 2019/ 20.

In addit ion, changes have been made to the CIPFA/ LAASAC Code for 2019/ 20, as noted below. These matters should be included where we have ident if ied a potent ially

material impact  arising in 2019/ 20;

• The revised IASB Conceptual Framework for Financial Report ing (Conceptual Framework), the main elements being (19/ 20 Code Cpt 2.1 refers):

–new definit ions of assets, liabilit ies, income and expenses
–updates for the inclusion of the recognit ion process and criteria and new provisions on de-recognit ion
–enhanced guidance on measurement  bases

• Guidance in the t reatment  of the Apprent iceship Levy (19/ 20 Code Cpt 2.11 refers)

• Updated guidance on IFRS 9 Financial Instruments: Prepayment Features with Negat ive Compensat ion & LOBOs (19/ 20 Code Cpt 2.11 refers)

• Clarif icat ions for the disclosure requirements with respect  to interests in ent it ies within the scope of IFRS 5 Non-current  Assets Held for Sale and Discont inued

Operat ions (19/ 20 Code Cpt 9 refers)
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Audit  Report

We believe that  the audit  evidence we have obtained is sufficient  and appropriate to provide

a basis for our opinion.

Conclusions relat ing to going concern

We have nothing to report  in respect  of the following matters in relat ion to which the ISAs

(UK) require us to report  to you where:

§ the Strategic Director (Corporate Resources) use of the going concern basis of

account ing in the preparat ion of the f inancial statements is not  appropriate; or

§ the Strategic Director (Corporate Resources) has not  disclosed in the f inancial

statements any ident if ied material uncertaint ies that  may cast  signif icant  doubt about

the Authority’s ability to cont inue to adopt the going concern basis of account ing for a

period of at  least  twelve months from the date when the f inancial statements are

authorised for issue.

Other information

The other informat ion comprises the informat ion included in the Statement of Accounts set

out  on pages 3 to 29, other than the f inancial statements and our auditor’s report  thereon.

The Strategic Director (Corporate Resources) is responsible for the other informat ion.

Our opinion on the f inancial statements does not  cover the other informat ion and, except  to

the extent  otherwise explicit ly stated in this report , we do not  express any form of

assurance conclusion thereon.

In connect ion with our audit  of the f inancial statements, our responsibility is to read the

other informat ion and, in doing so, consider whether the other informat ion is materially

inconsistent  with the f inancial statements or our knowledge obtained in the audit  or

otherwise appears to be materially misstated. If  we ident ify such material inconsistencies or

apparent  material misstatements, we are required to determine whether there is a material

misstatement in the f inancial statements or a material misstatement of the other

informat ion. If , based on the work we have performed, we conclude that  there is a material

misstatement of the other informat ion, we are required to report  that  fact .

We have nothing to report  in this regard.

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SOUTH DERBYSHIRE

DISTRICT COUNCIL

Opinion

We have audited the f inancial statements of South Derbyshire District  Council for the

year ended 31 March 2019 under the Local Audit  and Accountability Act  2014. The

financial statements comprise the:

§ Movement in Reserves Statement,

§ Comprehensive Income and Expenditure Statement,

§ Balance Sheet,

§ Cash Flow Statement and related notes 1 to 36,

§ Housing Revenue Account Income and Expenditure Statement, the Movement on the

Housing Revenue Account Statement and related notes 1 to 10; and

§ Collect ion Fund and the related notes 1 to 6

The f inancial report ing framework that  has been applied in their preparat ion is

applicable law and the CIPFA/ LASAAC Code of Pract ice on Local Authority Account ing

in the United Kingdom 2018/ 19.

In our opinion the f inancial statements:

§ give a t rue and fair view of the f inancial posit ion of South Derbyshire District  Council

as at  31 March 2019 and of its expenditure and income for the year then ended; and

§ have been prepared properly in accordance with the CIPFA/ LASAAC Code of Pract ice

on Local Authority Account ing in the United Kingdom 2018/ 19.

Basis for opinion

We conducted our audit  in accordance with Internat ional Standards on Audit ing (UK)

(ISAs (UK)) and applicable law. Our responsibilit ies under those standards are further

described in the Auditor’s responsibilit ies for the audit  of the f inancial statements

sect ion of our report  below. We are independent of the authority in accordance with the

ethical requirements that  are relevant to our audit  of the f inancial statements in the UK,

including the FRC’s Ethical Standard and the Comptroller and Auditor General’s (C&AG)

AGN01, and we have fulfilled our other ethical responsibilit ies in accordance with these

requirements.

Our opinion on the financial statements

Draft audit report
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Audit  Report

In preparing the f inancial statements, the Strategic Director (Corporate Resources) is

responsible for assessing the Authority’s ability to cont inue as a going concern, disclosing,

as applicable, matters related to going concern and using the going concern basis of

account ing unless the Authority either intends to cease operat ions, or have no realist ic

alternat ive but  to do so.

The Authority is responsible for put t ing in place proper arrangements to secure economy,

eff iciency and effect iveness in its use of resources, to ensure proper stewardship and

governance, and to review regularly the adequacy and effect iveness of these

arrangements.

Auditor’s responsibilit ies for the audit of the financial statements

Our object ives are to obtain reasonable assurance about  whether the f inancial statements

as a whole are free from material misstatement, whether due to fraud or error, and to

issue an auditor’s report  that  includes our opinion. Reasonable assurance is a high level of

assurance, but  is not  a guarantee that  an audit  conducted in accordance with ISAs (UK)

will always detect  a material misstatement when it  exists. Misstatements can arise from

fraud or error and are considered material if , individually or in the aggregate, they could

reasonably be expected to influence the economic decisions of users taken on the basis of

these f inancial statements.

A further descript ion of our responsibilit ies for the audit  of the f inancial statements is

located on the Financial Report ing Council’s website at

ht tps:/ / www.frc.org.uk/ auditorsresponsibilit ies.  This descript ion forms part  of our

auditor’s report .

Scope of the review of arrangements for securing economy, efficiency and

effect iveness in the use of resources

We have undertaken our review in accordance with the Code of Audit  Pract ice, having

regard to the guidance on the specified criterion issued by the Comptroller and Auditor

General (C&AG) in November 2017, as to whether the South Derbyshire District  Council

had proper arrangements to ensure it  took properly informed decisions and deployed

resources to achieve planned and sustainable outcomes for taxpayers and local people.

The Comptroller and Auditor General determined this criterion as that  necessary for us to

consider under the Code of Audit  Pract ice in sat isfying ourselves whether the South

Derbyshire District  Council put  in place proper arrangements for securing economy,

eff iciency and effect iveness in its use of resources for the year ended 31 March 2019.

Opinion on other matters prescribed by the Local Audit and Accountability Act

2014

Arrangements to secure economy, efficiency and effect iveness in the use of

resources

In our opinion, based on the work undertaken in the course of the audit , having regard

to the guidance issued by the Comptroller and Auditor General (C&AG) in November

2017, we are sat isf ied that , in all signif icant  respects, [name of body] put  in place

proper arrangements to secure economy, eff iciency and effect iveness in its use of

resources for the year ended 31 March 2019.

Matters on which we report  by except ion

We report  to you if:

§ in our opinion the annual governance statement is misleading or inconsistent  with

other informat ion forthcoming from the audit  or our knowledge of the Council;

§ we issue a report  in the public interest  under sect ion 24 of the Local Audit  and

Accountability Act  2014;

§ we make writ ten recommendat ions to the audited body under Sect ion 24 of the

Local Audit  and Accountability Act  2014;

§ we make an applicat ion to the court  for a declarat ion that  an item of account is

contrary to law under Sect ion 28 of the Local Audit  and Accountability Act  2014;

§ we issue an advisory not ice under Sect ion 29 of the Local Audit  and Accountability

Act  2014; or

§ we make an applicat ion for judicial review under Sect ion 31 of the Local Audit  and

Accountability Act  2014.

We have nothing to report  in these respects.

Responsibility of the Strategic Director (Corporate Resources)

As explained more fully in the Statement of the Strategic Director (Corporate

Resources)  Responsibilit ies set  out  on page 29, the Strategic Director (Corporate

Resources) is responsible for the preparat ion of the Statement of Accounts, which

includes the f inancial statements, in accordance with proper pract ices as set  out  in the

CIPFA/ LASAAC Code of Pract ice on Local Authority Account ing in the United Kingdom

2018/ 19, and for being sat isf ied that  they give a t rue and fair view.

Our opinion on the financial statements
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Stephen Clark (Audit  Partner)

Ernst  & Young LLP (Local Auditor)

Birmingham

November 2019

The maintenance and integrity of the South Derbyshire District  Council

web site is the responsibility of the directors; the work carried out  by the auditors does not

involve considerat ion of these matters and, accordingly, the auditors accept  no

responsibility for any changes that  may have occurred to the f inancial statements since

they were init ially presented on the web site.

Legislat ion in the United Kingdom governing the preparat ion and disseminat ion of f inancial

statements may differ from legislat ion in other jurisdict ions.

We planned our work in accordance with the Code of Audit  Pract ice. Based on our risk

assessment, we undertook such work as we considered necessary to form a view on

whether, in all signif icant  respects, the South Derbyshire District  Council  had put  in

place proper arrangements to secure economy, eff iciency and effect iveness in its use

of resources.

We are required under Sect ion 20(1)(c) of the Local Audit  and Accountability Act  2014

to sat isfy ourselves that  the Authority has made proper arrangements for securing

economy, eff iciency and effect iveness in its use of resources. The Code of Audit

Pract ice issued by the Nat ional Audit  Off ice (NAO) requires us to report  to you our

conclusion relat ing to proper arrangements.

We report  if  signif icant  matters have come to our at tent ion which prevent us from

concluding that  the Authority has put  in place proper arrangements for securing

economy, eff iciency and effect iveness in its use of resources. We are not  required to

consider, nor have we considered, whether all aspects of the Authority’s arrangements

for securing economy, eff iciency and effect iveness in its use of resources are

operat ing effect ively.

Cert ificate

We cert ify that  we have completed the audit  of the accounts of South Derbyshire

District  Council in accordance with the requirements of the Local Audit  and

Accountability Act  2014 and the Code of Audit  Pract ice issued by the Nat ional Audit

Off ice.

Use of our report

This report  is made solely to the members of South Derbyshire District  Council, as a

body,  in accordance with Part  5 of the Local Audit  and Accountability Act  2014 and

for no other purpose, as set  out  in paragraph 43 of the Statement of Responsibilit ies

of Auditors and Audited Bodies published by Public Sector Audit  Appointments

Limited. To the fullest  extent  permit ted by law, we do not  accept  or assume

responsibility to anyone other than the South Derbyshire District  Council and the

Council’s members as a body, for our audit  work, for this report , or for the opinions we

have formed..

Our opinion on the financial statements
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Audit  Differences

In the normal course of any audit , we ident ify misstatements between amounts we believe should be recorded in the f inancial statements and the disclosures and

amounts actually recorded. These differences are classif ied as “ known”  or “ judgemental” . Known differences represent items that  can be accurately quant if ied and

relate to a definite set  of facts or circumstances. Judgemental differences generally involve est imation and relate to facts or circumstances that  are uncertain or open to

interpretat ion.

We highlight  the following misstatements greater than £47k which have been corrected by management  that  were ident if ied during the course of our audit .

The only adjustment exceeding the misstatement threshold related to the McCloud LGPS issue. £611k addit ional pensions deficit charged to services and £381k in Other

Comprehensive Income due to the McCloud judgement  in relat ion to pension liabilit ies. This judgement  was confirmed after the preparat ion of the draft  f inancial

statements. An addit ional actuarial valuat ion was obtained to reach a more precise valuat ion on the impact than our init ial est imate. Management have corrected these

items.

Disclosure adjustments:

We discussed with management and requested a number of disclosure adjustments to the f inancial statements and draw your at tent ion to the following key items:

• Account ing policy – Depreciat ion

The review of account ing policies concluded that  the Property Plant  and equipment policy did not  state what the Council’s account ing t reatment for charging

depreciat ion assets acquired and disposed.

• Rounding differences

In 2017/ 18 we reported that  there were a high level of rounding differences throughout the f inancial statements. Our cast ing of the draft  2018/ 19 f inancial

statements has cont inued to rounding differences ranging between £1k and £3k. We recommend that  this  matter is addressed in 2019/ 20.

There were no uncorrected misstatements.

Summary of adjusted differences
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Value for Money

Background

We are required to consider whether the Council has put  in place ‘proper arrangements’ to secure

economy, eff iciency and effect iveness on its use of resources. This is known as our value for money

conclusion.

For 2018/ 19 this is based on the overall evaluat ion criterion:

“ In all signif icant  respects, the audited body had proper arrangements to ensure it  took properly informed

decisions and deployed resources to achieve planned and sustainable outcomes for taxpayers and local

people”

Proper arrangements are defined by statutory guidance issued by the Nat ional Audit  Off ice. They comprise

your arrangements to:

§ Take informed decisions;

§ Deploy resources in a sustainable manner; and

§ Work with partners and other third part ies.

In considering your proper arrangements, we will draw on the requirements of the CIPFA/ SOLACE

framework for local government to ensure that  our assessment is made against  a framework that  you are

already required to have in place and to report  on through documents such as your annual governance

statement.

V
F
M

Proper arrangements for
securing value for money

Informed
decision making

Working wit h
partners and
third part ies

Sustainable
resource

deployment

We ident if ied two  signif icant  risks around these arrangements. The tables below present  our f indings in response to the risks in our Audit  Planning report  and any other

signif icant  weaknesses or issues we want to bring to your at tent ion.

We therefore expect  having no matters to report  about  your arrangements to secure economy, eff iciency and effect iveness in your use of resources.

Overall conclusion
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Value for Money Risks

V
F
M

What is the significant
value for money risk?

What arrangements did the risk affect? What are our findings?

Securing financial

resilience

From the medium term financial plan,

updated in February 2019, the Council has

forecasted budget deficits from 2019/ 120

to 2023/ 24 with the general fund deplet ing

from £9.1m to £2.1m but remaining above

the £1m minimum level.

Based on results of our procedures we are sat isfied that  appropriate arrangements are in

place to manage this signif icant  risk. It  was noted that  from the latest  update to the MTFS

that the Council has forecasted deficit  out turns, £0.59m in 2020/ 21 rising to £1.6m in

2023/ 24. During the same period the general fund reserve will decrease by £6.1m from

£8.7m to £2.6m. The Council will need to cont inue scrut inising the f inancial plan and

consider whether a savings plan will be required to address forecast  budget deficits In order

to minimise the risk of requiring unplanned reserves cont ribut ions.

Procurement and related

contract issues in the

Housing and

Environment Services

Directorate

In our 2016/ 17 Audit  Results Report , we

reported that  the value for money

conclusion was qualif ied on the basis the

Housing and Environment  Services

Directorate had cont rol weaknesses in it s

procurement  and cont ract  management

arrangements which included having

signif icant  service cont racts unsigned. As

the Council started to implement

recommendat ions part  way through

2017/ 18, we have determined that  the risk

in this area remains relevant for the

financial year.

Our work has concluded that  the Council has now implemented all of the outstanding

recommendat ions and cont inues embed the arrangements to strength governance

arrangements.

We are only required to determine whether there are any risks that  we consider signif icant  within the Code of Audit  Pract ice, where risk is defined as:

“A matter is significant if, in the auditor’s professional view, it  is reasonable to conclude that the matter would be of interest to the audited body or the wider public”

Our risk assessment supports the planning of enough work to deliver a safe conclusion on your arrangements to secure value for money, and enables us to determine the

nature and extent  of any further work needed. If we do not  ident ify a signif icant  risk we do not  need to carry out  further work.

The table below presents the f indings of our work in response to the risks areas in our Audit  Planning Report . No addit ional r isks have been ident if ied since the audit  plan

was reported to the Audit -sub Commit tee on 20 March 2019.
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Consistency of other information published with the financial statements, including the Annual Governance Statement

We must  give an opinion on the consistency of the f inancial and non-financial informat ion in the Statement of Accounts 2018/ 19 with the audited f inancial statements

We must  also review the Annual Governance Statement (AGS) for completeness of disclosures, consistency with other informat ion from our work, and whether it

complies with relevant guidance.

Financial informat ion in the Statement of Accounts 2018/ 19 and published with the f inancial statements was consistent  with the audited f inancial statements.

We have reviewed the AGS and can confirm it  is consistent  with other informat ion from our audit  of the f inancial statements. However, we draw your at tent ion to

confirm that  management has updated the AGS. This is to reflect  recommendat ions to update the Council’s const itut ion and improve the t ransparency of the

governance arrangements following an internal invest igat ion in relat ion to the expression of interest  made for a potent ial village garden.

Other report ing issues

Other reporting issues

Whole of Government Accounts

Alongside our work on the f inancial statements, we also review and report  to the Nat ional Audit  Off ice on your Whole of Government Accounts return. The extent  of

our review, and the nature of our report , is specif ied by the Nat ional Audit  Off ice.

We are current ly concluding our work in this area and will report  any matters arising to the Audit  sub-Committee.
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Other powers and dut ies

We have a duty under the Local Audit  and Accountability Act  2014 to consider whether to report  on any matter that  comes to our at tent ion in the course of the audit ,

either for the Authority to consider it  or to bring it  to the at tent ion of the public (i.e. “ a report  in the public interest” ). We did not  ident ify any issues which required us

to issue a report  in the public interest .

We also have a duty to make writ ten recommendat ions to the Authority, copied to the Secretary of State, and take act ion in accordance with our responsibilit ies

under the Local Audit  and Accountability Act  2014. We did not  ident ify any issues.

Other report ing issues

Other reporting issues

Other matters

As required by ISA (UK&I) 260 and other ISAs specifying communicat ion requirements, we must tell you signif icant  f indings from the audit  and other matters if  they

are signif icant  to your oversight  of the Authority]s f inancial report ing process. They include the following:

• Signif icant  qualitat ive aspects of account ing pract ices including account ing policies, account ing est imates and f inancial statement disclosures;

• Any signif icant  diff icult ies encountered during the audit ;

• Any signif icant  matters arising from the audit  that  were discussed with management;

• Writ ten representations we have requested;

• Expected modif icat ions to the audit  report ;

• Any other matters signif icant  to overseeing the f inancial report ing process;

• Findings and issues around the opening balance on init ial audit s (if  applicable);

• Related part ies;

• External confirmat ions;

• Going concern;

• Considerat ion of laws and regulat ions; and

All mat ters on which we have informat ion to report  are included in this document.
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Assessment of Cont rol Environment  and other audit  mat ters

It  is the responsibility of the Council to develop and implement  systems of internal f inancial cont rol and to put  in place proper arrangements to monitor their adequacy

and effect iveness in pract ice. Our responsibility as your auditor is to consider whether the Council has put  adequate arrangements in place to sat isfy it self that  the

systems of internal f inancial cont rol are both adequate and effect ive in pract ice.

As part  of our audit  of the f inancial statements, we obtained an understanding of internal cont rol suf f icient  to plan our audit  and determine the nature, t iming and

extent  of test ing performed. As we have adopted a fully substant ive approach, we have therefore not  tested the operat ion of cont rols.

Although our audit  was not  designed to express an opinion on the effect iveness of internal cont rol we are required to communicate to you signif icant  deficiencies in

internal cont rol.

We have not  ident if ied any signif icant  deficiencies in the design or operat ion of an internal cont rol that  might  result  in a material misstatement in your f inancial

statements of which you are not  aware.

Financial controls

During the course of the audit  we have ident if ied a number of audit  issues which we require to bring to your at tent ion:

1. Rounding differences

Our cast ing of the draft  f inancial statements ident if ied a high number  rounding differences ranging between £1k and £3k. This is a high number of errors which

need to be addressed in 2019/ 20.

2. Authorisat ion of manual journal ent ries

Post ing of manual journal ent ries in the general ledger are not  authorised in the system. The Council’s key cont rol for authorisat ion is that  all manual journals are

recorded in a central journal log to be reviewed and updated by the Head of Finance to evidence the authorisat ion. Our review of the journal processes, using our

data analyt ics tool to check the completeness of the log ident if ied that  there a small number of journals that  had not  been recorded and therefore unauthorised. It

should be noted that  none of the excluded journals was material.

Other audit  matters
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Use of Data Analyt ics in the Audit

► Data analytics —Journal entry testing and employee expenses

Data analytics
We used our data analysers to enable us to capture ent ire populat ions of your f inancial data. These analysers:

• Help ident ify specif ic except ions and anomalies which can then be the focus of our substant ive audit  tests;

and

• Give greater likelihood of ident ifying errors than t radit ional, random sampling techniques.

In 2018/ 19, our use of these analysers in the Council’s audit  included test ing journal ent ries and employee

expenses, to ident ify and focus our test ing on those ent ries we deem to have the highest  inherent  risk to the

audit .

We capture the data through our formal data requests and the data t ransfer takes place on a secured EY

website. These are in line with our EY data protect ion policies which are designed to protect  the confident iality,

integrity and availability of business and personal informat ion.

Journal Entry Analysis

We obtain downloads of all f inancial ledger t ransact ions posted in the year. We perform completeness analysis

over the data, reconciling the sum of t ransact ions to the movement  in the t rial balances and f inancial

statements to ensure we have captured all data. Our analysers then review and sort  t ransact ions, allowing us

to more effect ively ident ify and test  journals that  we consider to be higher risk, as ident if ied in our audit

planning report .

Analytics Driven
Audit
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Journal Entry Data Insights
The graphic out lined below summarises the journal populat ion for 2018/ 19. We review journals by certain risk based criter ia to focus on higher
risk t ransact ions, such as journals posted manually by management, those posted around the year-end, those with unusual debit  and credit
relat ionships, and those posted by individuals we would not  expect  to be entering t ransact ions.

The purpose of this approach is to provide a more effect ive, r isk focused approach to audit ing journal entries, minimising the burden of compliance
on management by minimising randomly selected samples.

Data Analyt ics
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Journal Entry Testing

What is the risk?

In line with ISA 240 we are required to test  the appropriateness of

journal entries recorded in the general ledger and other

adjustments made in the preparat ion of the financial statements.

Journal entry data criteria —31 March 2019

What judgements are we focused on?

Using our analysers we are able to take a risk based approach to

ident ify journals with a higher risk of management override, as

out lined in our audit  planning report .

Data Analyt ics

What are our conclusions?

We isolated a sub set  of journals for further invest igat ion and obtained support ing evidence to verify the post ing of these t ransact ions and

concluded that  they were appropriately stated.

What did we do?

We obtained general ledger journal

data for the period and have used our

analysers to ident ify characterist ics

typically associated with inappropriate

journal entries or adjustments, and

journals entries that  are subject  to a

higher risk of management overr ide.

We then performed tests on the

journals ident if ied to determine if they

were appropr iate and reasonable.
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Independence

We confirm that  there are no changes in our assessment of independence since our confirmat ion in our audit  planning board report dated 20 March 2019 .

We complied with the FRC Ethical Standards and the requirements of the PSAA’s Terms of Appointment . In our professional judgement  the f irm is

independent  and the object ivit y of the audit  engagement partner and audit  staff has not  been compromised within the meaning of regulatory and

professional requirements.

We consider that  our independence in this context  is a matter which you should review, as well as us. It  is important  that  you the  Audit -sub Commit tee

consider the facts known to you and come to a view.

We confirm we have undertaken non-audit  work outside the NAO Code requirements.

Confirmation
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Independence

Relationships, services and related threats and safeguards

The FRC Ethical Standard requires that  we provide details of all relat ionships between Ernst  & Young (EY) and your Authority, and it s directors and senior management

and it s aff iliates, including all services provided by us and our network to your Authority, it s directors and senior management and it s aff iliates, and other services

provided to other known connected part ies that  we consider may reasonably be thought to bear on the our integrity or object ivity, including those that  could

compromise independence and the related safeguards that  are in place and why they address the threats.

There are no relat ionships from 1 April 2018 to the date of this report , which we consider may reasonably be thought to bear on our independence and object ivit y.

Services provided by Ernst  & Young

We confirm that  none of the services has been provided on a cont ingent  fee basis.

We have adopted the necessary safeguards in complet ing this work and complied with Auditor Guidance Note 1 issued by the NAO in December 2017.

On the next  page is an analysis of our fees for 2018/ 19..
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Independence

As part  of our report ing on our independence, we set  out  below a summary of the fees for the year ended 31 March 2019 and a comparison to prior years.

We confirm that  we have  undertaken non-audit  work outside the NAO Code requirements in relat ion to . We have adopted the necessary safeguards in complet ing this

work and complied with Auditor Guidance Note 1 issued by the NAO.

Final Fee

2018/ 19

Planned Fee

2018/ 19

Scale Fee

2018/ 19

Final Fee

2017/ 18

£ £ £ £

Audit  work under  PSAA requirements

Financial statements

Cert if icat ion of Housing benefits

37,941

N/ A

37,941

N/ A

37,941

N/ A

*  50,945

16,313

Non-audit work

1. pooling of housing capital receipts

2. Housing benefits

TBC

**  TBC

TBC

N/ A

N/ A

N/ A

1,890

N/ A

Total Audit fee TBC TBC 37,941 69,148

Fee analysis

TBC = To be confirmed.

*  This includes addit ional work totalling £1,670 in relat ion to the value for money conclusion which has been agreed with management and approved by Public

Sector Audit  Appointments Limited.

* *  The f inal fee cannot  be confirmed as the work is st ill in progress.
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Required communications with the Audit Committee
There are certain communicat ions that  we must provide to the Audit  Commit tees of UK clients. We have detailed these here together with a reference of when and where

they were covered:

Our Reporting to you

Required communications What is reported?
When and where

Terms of engagement Confirmat ion by the Audit -sub Commit tee of acceptance of terms of engagement as writ ten

in the engagement let ter signed by both part ies.

The statement of responsibilit ies serves as the

formal terms of engagement between the

PSAA’s appointed auditors and audited bodies

Our responsibilit ies Reminder of our responsibilit ies as set  out  in the engagement  let ter. Audit  planning report  20 March 2019

Planning and audit

approach

Communicat ion of the planned scope and t iming of the audit , any limitations and the

signif icant  risks ident if ied.

Audit  planning report  20 March 2019

Signif icant  f indings

from the audit

• Our view about  the signif icant  qualitat ive aspects of account ing pract ices including

account ing policies, account ing est imates and f inancial statement disclosures

• Signif icant  diff icult ies, if  any, encountered during the audit

• Signif icant  matters, if  any, arising from the audit  that  were discussed with management

• Writ ten representations that  we are seeking

• Expected modif icat ions to the audit  report

• Other matters if  any, signif icant  to the oversight  of the f inancial report ing process

Audit  results report  28 November 2019
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Our Reporting to you

Required communications What is reported? When and where

Going concern Events or condit ions ident if ied that  may cast  signif icant  doubt on the ent it y’s abilit y

to cont inue as a going concern, including:

• Whether the events or condit ions const itute a material uncertainty

• Whether the use of the going concern assumpt ion is appropriate in the preparat ion

and presentat ion of the f inancial statements

• The adequacy of related disclosures in the f inancial statements

No condit ions or events were ident if ied, either

individually or together to raise any doubt

about  South Derbyshire Dist rict  Council’s

abilit y to cont inue for the 12 months from the

date of our report .

Misstatements • Uncorrected misstatements and their effect  on our audit  opinion

• The effect  of uncorrected misstatements related to prior periods

• A request  that  any uncorrected misstatement be corrected

• Material misstatements corrected by management

Audit  results report  28 November 2019

Subsequent events • Enquiry of the audit  commit tee where appropriate regarding whether any subsequent

events have occurred that  might  affect  the f inancial statements.

Fraud • Enquiries of the Audit -sub Commit tee to determine whether they have knowledge of any

actual, suspected or alleged fraud affect ing the Authority

• Any fraud that  we have ident if ied or informat ion we have obtained that  indicates that  a

fraud may exist

• Unless all of those charged with governance are involved in managing the Authority, any

ident if ied or suspected fraud involving:

a. Management;

b. Employees who have signif icant  roles in internal cont rol; or

c. Others where the fraud results in a material misstatement in the f inancial statements.

• The nature, t iming and extent  of audit  procedures necessary to complete the audit  when

fraud involving management is suspected

• Any other matters related to fraud, relevant to Audit -sub Commit tee responsibility.

Audit  results report  28 November 2019
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Our Reporting to you

Required communications What is reported? When and where

Related part ies Signif icant  matters arising during the audit  in connect ion with the Council’s related part ies

including, when applicable:

• Non-disclosure by management

• Inappropriate authorisat ion and approval of t ransact ions

• Disagreement over disclosures

• Non-compliance with laws and regulat ions

• Diff iculty in ident ifying the party that  ult imately cont rols the Authority

Audit  results report  28 November 2019

Independence Communicat ion of all signif icant  facts and matters that  bear on EY’s, and all individuals

involved in the audit , object ivity and independence.

Communicat ion of key elements of the audit  engagement partner’s considerat ion of

independence and object ivity such as:

• The principal threats

• Safeguards adopted and their effect iveness

• An overall assessment of threats and safeguards

• Informat ion about  the general policies and process within the f irm to maintain object ivit y

and independence

Communicat ions whenever signif icant  judgments are made about  threats to object ivit y and

independence and the appropriateness of safeguards put  in place.

Audit  planning report  20 March 2019

Audit  results report  28 November 2019

Signif icant  deficiencies in

internal cont rols ident if ied

during the audit

• Signif icant  deficiencies in internal cont rols ident if ied during the audit . Audit  planning report  20 March 2019

Audit  results report  28 November 2019
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Our Reporting to you

Required communications What is reported? When and where

External confirmat ions • Management ’s refusal for us to request  confirmations

• Inability to obtain relevant and reliable audit  evidence from other procedures.

We have received all requested confirmat ions

Considerat ion of laws

and regulat ions

• Subject to compliance with applicable regulat ions, matters involving ident if ied or

suspected non-compliance with laws and regulat ions, other than those which are clearly

inconsequent ial and the implicat ions thereof. Instances of suspected non-compliance

may also include those that  are brought to our at tent ion that  are expected to occur

imminent ly or for which there is reason to believe that  they may occur

• Enquiry of the audit  commit tee into possible instances of non-compliance with laws and

regulat ions that  may have a material effect  on the f inancial statements and that  the

audit  commit tee may be aware of

We have asked management and those

charged with governance. We have not

ident if ied any material instances or non-

compliance with laws and regulat ions.

Writ ten representations

we are request ing from

management and/ or those

charged with governance

• Writ ten representations we are request ing from management and/ or those charged with

governance

Audit  results report  28 November 2019

Material inconsistencies or

misstatements of fact

ident if ied in other

informat ion which

management has refused

to revise

• Material inconsistencies or misstatements of fact  ident if ied in other informat ion which

management has refused to revise

Audit  results report  28 November 2019

Auditors report • Any circumstances ident if ied that  affect  the form and content  of our auditor’s report Audit  results report  28 November 2019

Fee Report ing • Breakdown of fee informat ion when the  audit  planning report  is agreed

• Breakdown of fee informat ion at  the complet ion of the audit

• Any non-audit  work

Audit  planning report  20 March 2019

Audit  results report  28 November 2019
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Management representation letter (DRAFT)

A. Financial Statements and Financial Records

1. We have fulf illed our responsibilit ies, under the relevant statutory authorit ies,

for the preparat ion of the f inancial statements in accordance with the

Accounts and Audit  Regulat ions 2015 and CIPFA LASAAC Code of Pract ice on

Local Authority Account ing in the United Kingdom 2018/ 19.

2. We acknowledge, as members of management  of the Council, our

responsibility for the fair presentat ion of the f inancial statements.  We believe

the f inancial statements referred to above give a t rue and fair view of the

financial posit ion, f inancial performance (or results of operat ions) and cash

flows of the Council in accordance with the CIPFA LASAAC Code of Pract ice

on Local Authority Account ing in the United Kingdom 2018/ 19. We have

approved the f inancial statements

3. The signif icant  account ing policies adopted in the preparat ion of the f inancial

statements are appropriately described in the f inancial statements.

4. As members of management of the Council, we believe that  the Council has a

system of internal cont rols adequate to enable the preparat ion of accurate

financial statements in accordance with the CIPFA LASAAC Code of Pract ice

on Local Authority Account ing in the United Kingdom 2018/ 19, that  are free

from material misstatement, whether due to fraud or error.

5. When there are unadjusted audit  differences in the current  year or we

determine that  the current  year effects of correct ing prior year differences

are signif icant . We believe that  the effects of any unadjusted audit

differences, summarised in the accompanying schedule, accumulated by you

during the current  audit  and pertaining to the latest  period presented are

immaterial, both individually and in the aggregate, to the f inancial statements

taken as a whole.

Ernst  & Young LLP

1 Colmore Square

Birmingham

B4 6HQ

Dear Stephen

This let ter of representat ions is provided in connect ion with your audit  of the

financial statements of South Derbyshire Dist rict  Council for the year ended

31 March 2019. We recognise that  obtaining representat ions from us

concerning the informat ion contained in this let ter is a signif icant  procedure in

enabling you to form an opinion as to whether the f inancial statements give a

true and fair view of the Council’s f inancial posit ion of South Derbyshire

Dist rict  Council as of 31 March 2019 and of it s income and expenditure for the

year then ended in accordance with CIPFA LASAAC Code of Pract ice on Local

Authority Account ing in the United Kingdom 2018/ 19.

We understand that  the purpose of your audit  of our f inancial statements is to

express an opinion thereon and that  your audit  was conducted in accordance

with Internat ional Standards on Audit ing (UK), which involves an examinat ion

of the account ing system, internal cont rol and related data to the extent  you

considered necessary in the circumstances, and is not  designed to ident ify -

nor necessarily be expected to disclose - all fraud, shortages, errors and other

irregularit ies, should any exist .

Accordingly, we make the following representat ions, which are t rue to the

best  of our knowledge and belief, having made such inquiries as we considered

necessary for the purpose of appropriately informing ourselves:

Management Rep Let ter
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Management representation letter (Draft)

C. Informat ion Provided and Completeness of Informat ion and Transact ions

1.We have provided you with:

• Access to all informat ion of which we are aware that  is relevant to the

preparat ion of the f inancial statements such as records, documentation and other

matters;

• Addit ional informat ion that  you have requested from us for the purpose of the

audit ; and

• Unrest ricted access to persons within the ent it y from whom you determined it

necessary to obtain audit  evidence

2.All material t ransact ions have been recorded in the account ing records and are

reflected in the f inancial statements.

3. We have made available to you all minutes of the meet ings of the Council and

commit tees or summaries of act ions of recent meet ings for which minutes have

not  yet  been prepared held through the period 1 April 2019 to the most  recent

meet ings.

4. We confirm the completeness of informat ion provided regarding the

ident if icat ion of related part ies. We have disclosed to you the ident it y of the

Council’s related part ies and all related party relat ionships and t ransact ions of

which we are aware, including sales, purchases, loans, t ransfers of assets,

liabilit ies and services, leasing arrangements, guarantees, non-monetary

transact ions and t ransact ions for no considerat ion for the period ended, as well

as related balances due to or from such part ies at  the year-end.  These

transact ions have been appropriately accounted for and disclosed in the f inancial

statements Note 2

5. We believe that  the signif icant  assumpt ions we used in making account ing

est imates, including those measured at  fair value, are reasonable.

B. Non-compliance with law and regulat ions, including fraud

1. We acknowledge that  we are responsible to determine that  the Council’s

act ivit ies are conducted in accordance with laws and regulat ions and that

we are responsible to ident ify and address any non-compliance with

applicable laws and regulat ions, including fraud.

2. We acknowledge that  we are responsible for the design, implementat ion

and maintenance of internal cont rols to prevent and detect  fraud.

3. We have disclosed to you the results of our assessment of the risk that  the

financial statements may be materially misstated as a result  of fraud.

4. We have no knowledge of any ident if ied or suspected non-compliance with

laws or regulat ions, including fraud that  may have affected the Council

(regardless of the source or form and including without  limitation, any

allegat ions by “ whist leblowers” ), including non-compliance matters:

•involving f inancial statements;

•related to laws and regulat ions that  have a direct  effect  on the determinat ion

of material amounts and disclosures in the Council’s f inancial statements

• related to laws and regulat ions that  have an indirect  effect  on amounts and

disclosures in the f inancial statements, but  compliance with which may be

fundamental to the operat ions of the Council’s act ivit ies, it s abilit y to cont inue

to operate, or to avoid material penalt ies

• involving management , or employees who have signif icant  roles in internal

cont rols, or others; or

• in relat ion to any allegat ions of fraud, suspected fraud or other non-

compliance with laws and regulat ions communicated by employees, former

employees, analysts, regulators or others.

Management Rep Let ter
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Management representation letter (draft)

G. Ownership of Assets

1. Except for assets capitalised under f inance leases, the Council has sat isfactory

t it le to all assets appearing in the balance sheet , and there are no liens or

encumbrances on the Council’s assets, nor has any asset  been pledged as

collateral. All assets to which the Council has sat isfactory t it le appear in the

balance sheet .

2. All agreements and opt ions to buy back assets previously sold have been

properly recorded and adequately disclosed in the f inancial statements.

3. There are no formal or informal compensat ing balance arrangements with any

of our cash and investment accounts. Except as disclosed in Note 20 to the

financial statements, we have no other line of credit  arrangements

H.  Reserves

1. We have properly recorded or disclosed in the f inancial statements the useable

and unusable reserves.

I. Use of the Work of a Specialist

1. We agree with the f indings of the specialists that  we engaged to evaluate the

valuat ion of property plant  and equipment and the valuat ion of the defined

benefit  pension scheme assets and liabilit ies  and have adequately considered

the qualif icat ions of the specialists in determining the amounts and

disclosures included in the f inancial statements and the underlying

account ing records. We did not  give or cause any instruct ions to be given to

the specialists with respect  to the values or amounts derived in an at tempt to

bias their work, and we are not  otherwise aware of any matters that  have had

an effect  on the independence or object ivity of the specialists.

6. We have disclosed to you, and the Council has complied with, all aspects of

cont ractual agreements that  could have a material effect  on the f inancial

statements in the event  of non-compliance, including all covenants, condit ions

or other requirements of all outstanding debt.

D. Liabilit ies and Cont ingencies

1. All liabilit ies and cont ingencies, including those associated with guarantees,

whether writ ten or oral, have been disclosed to you and are appropriately

reflected in the f inancial statements.

2. We have informed you of all outstanding and possible lit igat ion and claims,

whether or not  they have been discussed with legal counsel.

3. We have recorded and/ or disclosed, as appropriate, all liabilit ies related

lit igat ion and claims, both actual and cont ingent .  No , guarantees that  we

have been given to third part ies.

E. Subsequent Events

1. There have been no events subsequent to period end which require

adjustment of or disclosure in the f inancial statements or notes thereto.

F. Other informat ion

1. We acknowledge our responsibility for the preparat ion of the other

informat ion. The other informat ion comprises the Narrat ive Statement

and the Annual Governance

2. We confirm that  the content  contained within the other informat ion is

consistent  with the f inancial statements.

Management Rep Let ter
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Management representation letter (draft)

[Insert  specif ic management rep let ter for the client ]

Yours faithfully,

_______________________

Strategic Director (Corporate Services)

_______________________

Chairman of the Audit -Sub Commit tee)

J. Est imates

Nat ional Non-Domest ic Rates Appeals Provision  Est imate

1. We believe that  the measurement processes, including related

assumpt ions and models, used to determine the account ing est imate have

been consistent ly applied and are appropriate in the context  of applicable

law and the CIPFA/ LASAAC Code of Pract ice on Local Authority

Account ing in the United Kingdom 2018/ 19.

2. We confirm that  the signif icant  assumpt ions used in making the Nat ional

Non-Domest ic Rates Appeals provision [insert  name of the account ing

est imate] appropriately reflect  all informat ion we have regarding appeals

lodged and likely success rates.

3. We confirm that  the disclosures made in the f inancial statements with

respect  to the account ing est imate are complete and made in accordance

with applicable law and the CIPFA/ LASAAC Code of Pract ice on Local

Authority Account ing in the United Kingdom 2018/ 19.

4. We confirm that  no adjustments are required to the account ing est imate(s)

and disclosures in the f inancial statements due to subsequent  events.

K. Ret irement benefits

1. On the basis of the process established by us and having made appropriate

enquiries, we are sat isf ied that  the actuarial assumpt ions underlying the

scheme liabilit ies are consistent  with our knowledge of the business. All

signif icant  ret irement benefits and all set t lements and curtailments have been

ident if ied and properly accounted for.

Management Rep Let ter
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EY  |  Assurance | Tax | Transact ions | Advisory

About  EY

EY is a global leader in assurance, tax, t ransact ion and advisory

services. The insights and quality services we deliver help build

trust  and confidence in the capital markets and in economies the

world over. We develop outstanding leaders who team to deliver

on our promises to all of  our stakeholders. In so doing, we play a

crit ical role in building a better working world for our people, for

our clients and for our communities.

EY refers to the global organizat ion, and may refer to one or

more, of  the member f irms of  Ernst  & Young Global Limited, each

of which is a separate legal ent ity. Ernst  & Young Global Limited, a

UK company limited by guarantee, does not  provide services to

clients. For more informat ion about our organizat ion, please visit

ey.com.

© 2017 EYGM Limited.

All Rights Reserved.

ED None

This material has been prepared for general informat ional purposes only and is not

intended to be relied upon as account ing, tax, or other professional advice. Please refer

to your advisors for specif ic advice.

ey.com
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REPORT TO: 
 

AUDIT SUB-COMMITTEE  AGENDA ITEM: 6 

 
DATE OF  
MEETING: 
 

 
28th NOVEMBER 2019  

CATEGORY: 
DELEGATED 
 

REPORT FROM: 
 

STRATEGIC DIRECTOR 
(CORPORATE RESOURCES) 
 

OPEN  
 
 

MEMBERS’ 
CONTACT POINT: 
 

KEVIN STACKHOUSE 
(01283 595811) 
Kevin.Stackhouse@southderbyshire.gov.uk 

 

DOC: 

SUBJECT: COMMITTEE WORK PROGRAMME  
 

REF:  

WARD(S)  
AFFECTED: 

ALL TERMS OF 
REFERENCE: G 

 

 
1.0 Recommendations 
 
1.1 That the Committee considers and approves the updated work programme.  
 
2.0 Purpose of Report 
 
2.1 The Committee is asked to consider the updated work programme.  
 
3.0 Detail 
 
3.1 Attached at Annexe ‘A’ is an updated work programme document. The Committee is 

asked to consider and review the content of this document.  
 
4.0 Financial Implications 
 
4.1 None arising directly from this report. 
 
5.0 Background Papers 
 
5.1 Work Programme. 
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Audit Sub-Committee: Work Programme 2019/20 
 

Work Programme Area Date of Committee 
meetings 

 

Contact Officer (Contact details) 
 

Reports Previously Considered By Committee 

Local Government Audit Committee Briefing 29 May 2019 Jason Burgess (Assistant Manager) EY 
Jburgess3@uk.ey.co 
 

Internal Audit Progress Report 29 May 2019 Adrian Manifold (Audit Manager) 
Adrian.manifold@centralmidlandsaudit.co.uk 
 

Internal Audit Annual Report 2018/19 
 

29 May 2019 Adrian Manifold (Audit Manager) 
Adrian.manifold@centralmidlandsaudit.co.uk 
 

Local Code of Corporate Governance Review 
2019/20 
 

29 May 2019 Ardip Kaur (Head of Legal and Democratic 
Services)  
Ardip.kaur@south-derbys.gov.uk 
 

Annual Governance Statement 2018/19 
 

29 May 2019 Ardip Kaur (Head of Legal and Democratic 
Services)  
Ardip.kaur@southderbyshire.gov.uk 

Anti-Fraud and Corruption Plan 2019/20 29 May 2019 Kevin Stackhouse (Strategic Director Corporate 
Resources) 
Kevin.stackhouse@southderbyshire.gov.uk 
  

Audit Results Report (ISA 260) for the year ending 
31st March 2019 (Note: This report has been 
deferred to later in the year as notified to the 
Committee on 29 May 2019) 

24 July 2019 Jason Burgess (Assistant Manager) EY 
Jburgess3@uk.ey.co 
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 Internal Audit Progress Report  24 July 2019 Adrian Manifold (Audit Manager) 
Adrian.manifold@centralmidlandsaudit.co.uk 

Internal Audit Progress Report 18 September 2019 Adrian Manifold (Audit Manager) 
Adrian.manifold@centralmidlandsaudit.co.uk 
 

External Audit Report for the Year Ending  28 November 2019 
(Special) 

Jason Burgess (Assistant Manager) EY 
Jburgess3@uk.ey.co 

Local Government Audit Committee Briefing 11 December 2019 Jason Burgess (Assistant Manager) EY 
Jburgess3@uk.ey.co 
 

Internal Audit Progress Report 11 December 2019 Adrian Manifold (Audit Manager) 
Adrian.manifold@centralmidlandsaudit.co.uk 
 

Local Code of Corporate Governance Review 
2019/20 

11 December 2019 Ardip Kaur (Head of Legal and Democratic 
Services)  
Ardip.kaur@southderbyshire.gov.uk 

Local Government Audit Committee Briefing 19 March 2020 Jason Burgess (Assistant Manager) EY 
Jburgess3@uk.ey.co 
 

Internal Audit Progress Report 19 March 2020 Adrian Manifold (Audit Manager) 
Adrian.manifold@centralmidlandsaudit.co.uk 
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Certification of Claims and Returns Report 2018/19 
 

19 March 2020 Jason Burgess (Assistant Manager) EY 
Jburgess3@uk.ey.co 

External Audit Planning Report for the year ending 
31st March 2020 
 

19 March 2020 Jason Burgess (Assistant Manager) EY 
Jburgess3@uk.ey.co 

Internal Audit Plan 2019/20 and Audit Charter 19 March 2020 Adrian Manifold (Audit Manager) 
Adrian.manifold@centralmidlandsaudit.co.uk 
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