Appendix 1

Annual Aud
Letter 2017/185

r—
—
—

—— e
—— iy
—
—— BT
—
———

———
S ——
——
e
———
—_— 2
e i

Gedling Borough = [
Council ] |

e
— —

———
e e e

|  — ——
——

August 2013



Summary for
Aud|t commﬂtee

i T »
) { - 4 J ' na X 1
y ; i ey !
.“ faats : ,‘.~_- / /i
" \ S 2 i / -
¢ e
v fikaa 3
A £ L S f / ! !
R S 47 ?
o A ; o |
' S 2 e
N y N e
e D J acd o 4
B » 1 Ly
F hEln )
> "1
% Y
3
o
of &
& { £
-




Section one:

Summary for Audit Committee

This Annual Audit Letter summarises the outcome from our audit work at Gedling Borough Council
(“the Authority”) inrelationto the 2017-18 audit year.

Althoughitis addressed to Members of the Authority, itis also intended to communicate thesekey
messages to key external stakeholders, including members of the public,and will be placed on the
Authority’s website.

Audit opinion

We issued an unqualified opinion on the Authority’s financial statements on 31 July 2018. This means that
we believe the financial statements give a true and fair view of the financial position of the Authority and of
its expenditure and income for the year.

Financial statements audit

Our audit procedures are designed to identify misstatements which are material to our opinion on the
financial statements as a whole. Materiality for the Authority’s accounts was set at £0.8 million which
equates to around 1.5 percent of gross expenditure. We design our procedures to detect errors in specific
accounts at a lower level of precision.

We report to the Audit Committee any misstatements of lesser amounts, otherthan those thatare “clearly
trivial”, totheextentthatthese areidentified by ouraudit work.Inthe context of the Authority, anindividual
difference is considered to be clearly trivial if it is less than £40k for the Authority.

We have identified no audit adjustments. The statutory deadlines for both the unaudited and audited
accounts moved forward by one and two months respectively this year and officers recognised the
additional pressures that this would bring and took appropriate action.

Officers also provided good quality working papers with clear management trails for the information despite
the shorter timescale, and as in previous years they responded promptly to our audit queries.

Our audit work was designed to specifically address the following significant risks:

— ManagementOverrideof Controls—ourauditmethodologyincorporatestherisk of management
override as a default significant risk. We did not identify any specific additional risks of management
override relating to the audit;

— Valuation of PPE — The Authority operates a cyclical revaluation approach, and the Authority is required
to ensure that land and buildings are held at fair value unless specified otherwise. We considered the way
in which the Authority ensures that assets not subject to in-year revaluation are not materially misstated.
We also reviewed the instructions and source of the information provided to, and used by, the valuer to
inform the Authority’s valuation, and made use of a KPMG valuer to help us assess the figures and
methodologies employed;

— Pensions Liabilities — The valuation of the Authority’s pensionliability, as calculated by the Actuary, is
dependent upon both the accuracy and completeness of the data provided and the assumptions adopted.
We reviewed the processes in place to ensure accuracy of data provided to the Actuary and considered
the assumptions used in determining the valuation;

— Faster Close- the bringing forward of the national year-end timetable represented a risk to the
completion of the audit by the 31 July deadline.

We did not identify any evidence of material misstatement as a result of our audit work on these significant
risk areas
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Section one:

Summary for Audit Committee (cont.

Other information accompanying the financial statements

Whilst not explicitly covered by our audit opinion, we review other information that accompanies the financial
statements to consider its material consistency with the audited accounts. This year we reviewed the Annual
Governance Statement and Narrative Report. We concluded that they were consistent with our understanding
and did not identify anyissues.

Whole of Government Accounts

The Authority prepares a consolidation pack to support the production of Whole of Government Accounts by
HM Treasury. We are not required to review your pack in detail as the Authority falls below the threshold
where an audit is required. As required by the guidance we have confirmed this with the National Audit
Office.

Value for Money conclusion

We issued an unqualified conclusion on the Authority’s arrangements to secure value for money (VFM
conclusion) for 2017-18 on 31 July 2018. This means we are satisfied that during the year the Authority had
appropriate arrangements for securing economy, efficiency and effectiveness in the use of its resources.

To arrive at our conclusion we looked at the Authority’s arrangements to make informed decision making,
sustainable resource deployment and working with partners and third parties.

Value for Money risk areas

We undertook a risk assessment as part of our VFM audit work to identify the key areas impacting on our
VFM conclusion and considered the arrangements you have put in place to mitigate these risks.

Our work identified the following significant matters:

— Delivery of Budgets — The Authority reported an overall underspend on its net council budget of £42k
against its quarter 3 estimate. This is after a transfer to earmarked reserves of £1.2m, and a further £49k
transfer to the General Fund balance. This enables the General Fund balance to continue to remain at an
acceptable level per the Authority's policy (above 7.5% of net council budget) at£5.9m.

We have reviewed the arrangements the Authority has in place to ensure financial resilience. We were
satisfied that there were adequate arrangements in place during 2017/18 and there were no significant
matters relating to these risk areas which prevented us from giving an unqualified VFM conclusion. We have
set out our findings in more detail in our report to the Audit Committee on 31 July.

Recommendations
We raised one medium priority recommendation as a result of our 2017-18 work:

— Property valuations —we recommended that the Authority take stepstoimprove the quality of
working papers that are maintained in respect of property valuations, and introduce a process for quality
assuring the work. We also recommended that given the significance of the Civic Centre building, in line
with good practice, that the Authority obtain an external valuation of the Civic Centre from an
appropriately qualified and experienced RICS Registered Valuer.

Certificate

We issued our certificate on 31 August 2018. The certificate confirms that we have concluded the audit for
2017-18 in accordance with the requirements of the Local Audit & Accountability Act 2014 and the Code of
Audit Practice.

Audit fee

Our fee for 2017-18 was £42,570 plus additional fee for further work required on building valuations, which
we are finalising with officers (2017: £43,364). Further detail is contained in Appendix 2.
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Section one:

Summaryfor Audit Committee (cont.

Exercising of audit powers

We have a duty to consider whether to issue a report in the public interest about something we believe the
Authority should consider, or if the public should know about.

We have not identified any matters that would require us to issue a public interest report.

In addition, we have not had to exercise any other audit powers under the Local Audit & Accountability
Act 2014 or provide details of any powers exercised.

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with 4
KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Appendix 1:

Summary of reportsissued

This appendix summarises the reports weissued sinceourlast Annual Audit
Letter. These reports canbe accessed via the Audit Committee pages on the
Authority’s website at www.gedling.gov.uk.

January

February

Certification of Grants and Retumns

This letter summarised the outcome of our certification work on the
Authority’s 2016-17 grants and returns.

External Audit Plam

The External Audit Plan set out our approach to the audit of the Authority’s
financial statements and to support the VFM conclusion.

Report to Those Charged with Governangge

The Report to Those Charged with Governance summarised the results of
our audit work for 2017-18 including key issues and recommendations
raised as a result of our observations.

We also provided the mandatory declarations required under auditing
standards as part of this report.

Auditor’s Report

The Auditor’s Report included our audit opinion on the financial statements .
along with our VFM conclusion and our certificate. / September

Annual Audit Lettes

This Annual Audit Letter provides a summary of the results of our audit for October
2017-18.

KPMG 6

Document Classification: KPMG Confidential


http://www.gedling.gov.uk/

Appendix 2:

Audit fees

This appendix provides information on our final fees for the 2017-18 audit.

External audit

Our final fee for the 2017-18 audit of the Authority was £42,570 plus additional fee for work relating to
building valuations which we are finalising with Officers. The planned fee was £42,570.

The reason for the additional fee is a result of audit work relating to building valuations. Specifically, during
the audit we encountered some difficulties in corroborating the basis of valuation used in a sample of
valuations reviewed. The quality of working papers provided to us in support of the valuations lacked detail
regarding the property condition and rationale for why the comparable evidence used to support the valuation
was appropriate. The fee variation is being finalised with Officers and is subject to final determination by
Public Sector Audit Appointments.

Certification of grants and returns

Under our terms of engagement with Public Sector Audit Appointments we undertake prescribed work in
order to certify the Authority’s housing benefit grant claim. This certification work is still ongoing. The
planned fee for this work is £10,562 and the final fee will be confirmed through our reporting on the outcome
of that work in.

Other services

We did not charge any additional fees for other services.
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kPMG!

The key contacts in relation to our audit are:

Andrew Bush Thomas Tandy
Director Manager

T: +44 (0) 115 93 5 3560 T: +44 (0) 115 945 4480

E: andrew.bush@ kpmg.co.uk E: thomas.tandy@ kpmg.co.uk

Arvinder Khela
Assistant Manager

T: +44 (0) 121 6 09 5880
E: arvinder.khela@ kpmg.co.uk

kpmg.com/uk
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