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We are pleased to attach our Audit Progress Report.

INVESTOR IN PEOPLE

13 January 2015

It sets out the work we have completed since our last report to the Committee. Its purpose is to provide
the Committee with an overview of the 2013/14 and 2014/15 audits, and an indication of progress
against our plans. This Progress Report is a key mechanism in ensuring that our audit is aligned with the
Committee’s service expectations.

Our audit is undertaken in accordance with the requirements of the Audit Commission Act 1998, the
Code of Audit Practice, the Audit Commission Standing Guidance, auditing standards and other
professional requirements.

We welcome the opportunity to discuss this report with you as well as understand whether there are

other matters which you consider may influence our audit.

Yours faithfully

Paul King
Director

For and behalf of Ernst & Young LLP
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In March 2010 the Audit Commission issued a revised version of the ‘Statement of responsibilities of auditors
and audited bodies’ (Statement of responsibilities). It is available from the Chief Executive of each audited body
and via the Audit Commission’s website.

The Statement of responsibilities serves as the formal terms of engagement between the Audit Commission’s
appointed auditors and audited bodies. It summarises where the different responsibilities of auditors and audited
bodies begin and end, and what is to be expected of the audited body in certain areas.

The Standing Guidance serves as our terms of appointment as auditors appointed by the Audit Commission.
The Standing Guidance sets out additional requirements that auditors must comply with, over and above those
set out in the Code of Audit Practice 2010 (the Code) and statute, and covers matters of practice and procedure
which are of a recurring nature.

This report is prepared in the context of the Statement of Responsibilities. It is addressed to the Members of the
audited body, and is prepared for their sole use. We, as appointed auditor, take no responsibility to any third
party.

Our Complaints Procedure — If at any time you would like to discuss with us how our service to you could be
improved, or if you are dissatisfied with the service you are receiving, you may take the issue up with your usual
partner or director contact. If you prefer an alternative route, please contact Steve Varley, our Managing Partner,
1 More London Place, London SE1 2AF. We undertake to look into any complaint carefully and promptly and to
do all we can to explain the position to you. Should you remain dissatisfied with any aspect of our service, you
may of course take matters up with our professional institute. We can provide further information on how you
may contact our professional institute.
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Progress report

2013/14 audit

Fee letter

We issued our 2013/14 fee letter to the April 2013 meeting of the Audit & Standards
Committee.

Financial Statements

On 26 September 2014 we issued an unqualified audit opinion on the Council’s financial
statements. Detailed issues arising from our work were presented to the 23 September
2014 meeting of the Committee in our audit results report

Value for money

On 26 September 2014 we issued an unqualified value for money conclusion. Detailed
issues arising from our work were presented to the 23 September 2014 meeting of the
Committee in our audit results report.

Whole of government accounts

On 26 September 2014 we reported to the National Audit Office the results of our work
performed in relation the accuracy of the Council’s consolidation schedules. We found
that the consolidation pack was consistent with the statutory financial statements.

Annual Audit Letter

We are presented our Annual Audit Letter to the 18 November 2014 meeting of the
Committee.

Grant claim certification
We are presenting our annual report on the certification of claims and returns providing

more details on the work undertaken and our detailed findings to today’s meeting of the
Committee.
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Progress report

2014/15 audit

Fee letter

Our 2014/15 fee letter was issued to the June 2014 meeting of the Audit & Standards
Committee.

Financial Statements

We adopt a risk based approach to the audit and as part of our ongoing continuous
planning we regularly meet with key officers and other stakeholders:

e We have agreed our detailed working paper requirements with Central Accounting
officers and plan to meet again in January to discuss current accounting issues and
our planned approach to the audit. Central Accounting is currently revisiting its
processes for closedown of the ledger and production of the financial statements. It
plans to produce the financial statements more directly from the trial balance on the
general ledger with much less need for manual adjustments to be made as part of
closedown processes. It also plans to continue its work to eliminate any unnecessary
disclosure in the financial statements. This should increase the speed with which the
financial statements can be produced and also mean that it is better placed to meet
the likely challenges for earlier production and approval of the financial statements
from 2017/18.

e We will also need to audit the financial statements and issue our audit opinion much
more quickly and will work with the Council to ensure our audit approach allows for
this.

e We have shared our plans with Internal Audit on an ongoing basis to ensure that a
properly integrated approach is taken to audit work at the Council.

Our work to identify the Council’s material income and expenditure systems and to walk
through these systems and controls is planned for January and February 2015. The
detailed testing of the controls and critical path of each material system is planned for
March 2015. We are likely to be able to rely on some of the control testing work planned
by Internal Audit to support our approach.

We will continue to use our computer-based analytics tools to enable us to capture whole
populations of your financial data, in particular journal entries and payroll.

Value for money
The Audit Commission has now issued its guidance on the 2014/15 value for money

conclusion. The full guidance can be found at http://www.audit-commission.gov.uk/wp-
content/uploads/2014/10/08102014-VEM-guidance-2014-15.pdf

There are no planned changes to the approach in 2014/15. We will carry out our initial risk
assessment in the new calendar year and report the risks we have identified and
associated work we will carry out in our detailed audit plan.

EY |3
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Progress report

2015/16 Audit Fees

The Audit Commission is currently consulting on the proposed work programme and
scales of fees for the audit of the accounts for 2015/16. It is proposing to reduce scale
fees by a further 25 per cent from 2015/16 for all principal audits including the Council. It
does not plan to make changes to the overall work programme. The 25 per cent fee
reduction has been achieved as a result of a recent procurement exercise to retender the
work undertaken under the Commission’s older contracts with audit firms, and is on top of
the 40 per cent cut in fees made in 2012.
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EY | Assurance | Tax | Transactions | Advisory

Ernst & Young LLP

© Ernst & Young LLP. Published in the UK.
All rights reserved.

The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales
with registered number OC300001 and is a member firm of Ernst & Young Global Limited.

Ernst & Young LLP, 1 More London Place, London, SE1 2AF.
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