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Status of our reports 
The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit 
Commission explains the respective responsibilities of auditors and of the audited body. 
Reports prepared by appointed auditors are addressed to non-executive directors/ 
members or officers. They are prepared for the sole use of the audited body. Auditors 
accept no responsibility to: 

• any director/member or officer in their individual capacity; or  
• any third party.  
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Executive summary 
Introduction 
1 This opinion plan sets out the audit work we propose to undertake in relation to the 

2009/10 opinion based on the Audit Commission's risk-based approach. Our 
engagement letter sets out the respective responsibilities of the auditor and the 
Council. We comply with the statutory requirements governing our audit work.  

2 The fee for the 2009/10 audit is £111,335 + VAT, as indicated in our letter to the Chief 
Executive which was presented and approved by the Audit Committee in May 2009. In 
setting the fee, we have made assumptions which are detailed in paragraph 19.  

Role of the Auditor 
3 We are required to issue an audit report giving an opinion on whether the accounts 

present a true and fair view of the financial position as at 31 March 2010. We are also 
required to review whether the Annual Governance Statement (AGS), formally the 
Statement on Internal Control, has been presented in accordance with relevant 
requirements, and to report in our audit opinion if it does not meet these requirements 
or if the AGS is inconsistent with our knowledge. 

4 We have a responsibility to read the information contained within the Annual Report 
and consider whether there are any apparent misstatements or material 
inconsistencies with the financial statements and report this to you.  

5 In auditing the financial statements we must satisfy ourselves that you have made 
proper arrangements for securing economy, effectiveness and efficiency. If we are not 
satisfied that proper arrangements have been made, then this fact and the supporting 
reasons will be referred to in our VFM conclusion. 

Audit testing strategy 
6 This plan sets out our testing strategy. It is based upon our understanding of the 

Council's business, governance arrangements and risks facing the Council at this time. 
We will revise the strategy prior to receiving the draft financial statements to ensure 
that our audit is efficient.  
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7 This strategy has; 

• identified the specific risks facing the Council, 
• considered the systems assurance we expect to obtain, 
• considered the level of substantive testing required at the post statement visit, 
• assessed the level of materiality and sensitive items in the financial statements, 
• set out the key milestones for delivery of the opinion, and 
• set out the key Audit Commission staff involved in the process. 

Other information 
8 This plan sets out our independence confirming our compliance with the ethical 

standards.  

9 We also detail the proposals for meeting frequency with Council staff. These meetings 
are already agreed with staff and confirmed.  

Conclusion 
10 We do not consider that there are any issues which would currently prevent us from 

delivering our opinion in line with the statutory deadline of 30th September 2010. We 
plan to agree the outstanding issues and draft Annual Governance Report with the 
Head of Financial Management on 16 September 2010 to enable us to report to the 
Audit Committee on 27 September 2010.  

11 We have made various assumptions in preparing this plan in relation to the reliance 
placed on systems and the delivery of work to agreed timescales. Where these 
assumptions are not met we will consider the impact on the delivery of our work and 
report back to the Head of Financial Management and Audit Committee if there is any 
impact on the timing of work or the agreed fee.  
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Introduction, Responsibilities & 
Fee 
Introduction 
12 The purpose of this opinion plan is to update our 2009/10 audit fees letter and to 

provide a summary of our approach to the opinion audit. The plan is based on the 
Audit Commission's risk-based approach to audit planning which assesses: 

• the risks of material misstatements in your accounts; 
• the areas where we require assurance and how we plan to get this assurance in 

accordance with all relevant auditing standards;  
• current national risks relevant to your local circumstances; and 
• your local risks and improvement priorities. 

13 The audit planning process for 2009/10, including the risk assessment will continue as 
the year progresses and we will keep the information and fees in this plan under 
review and update it as necessary.  

14 As part of this opinion plan we document how we will liaise with internal audit and seek 
to place reliance on their work. We also set out how we will work with the Council's 
finance staff to support them in their preparations for the closedown of the accounts 
and the opinion audit. 

Responsibilities  
15 Our appointment as your external auditor is made within a statutory framework where 

audits are required to be executed in accordance with the applicable Code of Audit 
Practice. The Code deals with many of those matters that would in the private sector 
context have been dealt with in a letter of engagement.  

16 The Council has also been provided with a copy of the ‘Statement of Responsibilities 
of Auditors and Audited Bodies’ which summarises where the different responsibilities 
of auditors and of the audited body begin and end, and my work is undertaken in the 
context of these responsibilities.  

17 We comply with the statutory requirements governing our audit work, in particular: 

• the Audit Commission Act 1998; and  
• the Code of Audit Practice.  
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Fee for the audit of financial statements 
18 The indicative fee for the audit is £111,335 as indicated in the audit fee letter dated 24 

April 2009 and is in line with the scale fee set by the Audit Commission. The fee for the 
audit of the financial statements is £67,137 and for the Value for Money (VFM) 
conclusion is £44,198. There is also a fee for the Inspection element of the audit which 
is £8,320 in 2009/10.   

19 In setting the fee, we assumed that: 

• the level of risk in relation to the audit of accounts will be consistent with that for 
2008/09;  

• requested information will be provided within agreed timescales; 
• Internal Audit undertakes appropriate work on material systems sufficient that we 

can place reliance for the purposes of our opinion audit; 
• prompt responses will be provided to draft reports; and 
• you will inform us of any significant developments impacting on our audit. 

20 Where these assumptions are not met, we will be required to undertake additional 
work which is likely to result in an increased audit fee. At this stage we have not 
identified any issues that would result in an increased audit fee, however this will be 
reconsidered once our interim work is completed. Any necessary changes to the fee 
will be discussed in the first instance with the Head of Financial Management and 
supplements to the plan will record the revisions to the risk and the impact on the fee. 
This will then be presented to the Audit & Governance Committee.  

21 Further information on the basis for the fee is set out in Appendix 1.  
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Auditor's report on the financial 
statements  
22 We will carry out the audit of the financial statements in accordance with International 

Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board (APB).  

23 We are required to issue an audit report giving an opinion on whether the accounts 
present a true and fair view of the financial position as at 31 March 2010. 

Management Assertions 
24 An audited body's management is responsible for the preparation and presentation of 

financial statements. In preparing and approving the financial statements, 
management and Members are making statements regarding the recognition, 
measurement, presentation and disclosures of various elements of the financial 
statements and related disclosure notes.  

25 These representations from management are referred to as 'assertions' in ISA (UK&I) 
500. The auditing standard states that we have to ascertain that the financial 
statements are free from material misstatement at the assertion level. The ISA splits 
out the assertions and considers their applicability in respect of three areas which are 
summarised in the table below. 

Table 1 Management assertions 
 

Assertion  Revenue 
account 
and notes 

Balance 
sheet and 
notes 

Other 
disclosure 
notes 

Accuracy Is it recorded at the right amount and are the 
details right? 

   

Classification Is it in the right place in the accounts?    
Completeness Is it all there?    
Cut-off  Is it in the right year?    
Existence Is it real, does it exist?    
Occurrence Has it happened?    
Rights and 
obligations 

Does it belong to the body? Are they entitled to 
use it? 

   

Valuation and 
allocation 

Is it worth it?    

ISA (UK&I) 500 



Auditor's report on the financial statements 

  

 

Identifying opinion audit risks 
26 As part of our audit risk identification process we need to fully understand the audited 

body to identify any risk of material misstatement, whether due to fraud or error, in the 
financial statements. We do this by: 

• identifying the business risks facing the Council, including assessing your own risk 
management arrangements; 

• considering the financial performance of the Council; 
• assessing internal control - including reviewing the control environment, the IT 

control environment and Internal Audit; and  
• assessing the risk of material misstatement arising from the activities and controls 

within the Council's material information systems. 

27 Material systems are those which produce material figures in the annual financial 
statements. For these systems we need to demonstrate our understanding by 
documenting the following: 

• How transactions are initiated, recorded, processed and reported in the financial 
statements. 

• The accounting records relevant to the transactions. 
• How the Council identifies and captures events and conditions which are material 

to the financial statements. 
• The financial reporting process used to prepare the financial statements. 

28 Each year we confirm our understanding of these material systems through 
walkthrough tests of significant controls in the system to confirm that the controls 
operate in line with our understanding. This is an area where we cannot place reliance 
on the work of Internal Audit as this is not allowed by the auditing standards. 

29 We then consider how to obtain assurance for the material entries in the accounts 
against each of the management assertions (Table 1). Where we elect to test key 
controls and our testing is successful then, under certain circumstances, we can place 
reliance on these controls for 3 years.  However, if there are circumstances such as 
changes to the financial system or to key staff, we have to test controls again within 
the three year cycle.   

30 Where we are unable to obtain sufficient assurance from controls testing, i.e. where 
controls are not sufficiently evidenced, not in place, or where testing identifies control 
failures, we must obtain our audit assurance through substantive testing.  

Annual Governance Statement 
31 We are also required to review whether the Annual Governance Statement (AGS), 

formally the Statement on Internal Control has been presented in accordance with 
relevant requirements, and to report in our audit opinion if it does not meet these 
requirements or if the AGS is inconsistent with our knowledge. Our responsibilities with 
regard to the AGS are set out in the Code and APB Bulletin 2003/02. 
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Economy, efficiency and effectiveness (VFM conclusion) 
32 We are required by the Audit Commission Act 1998 to be satisfied that proper 

arrangements have been made by the Council for securing economy, efficiency and 
effectiveness in its use of resources. This is known as the VFM conclusion.  

33 We form this conclusion by: 

• considering your arrangements for the effective use of your resources against 
criteria specified by the Audit Commission; and 

• reviewing the statement made by the Chief Executive and Leader of the Council as 
part of the AGS, which includes details of the arrangements put into place to 
secure economy, efficiency and effectiveness. 

34 If we are not satisfied that proper arrangements have been made, then this fact and 
the supporting reasons will be referred to in our audit opinion. 
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Post-statements audit approach 
Identification of specific risks 
35 We have considered the additional risks that are appropriate to the current opinion 

audit and have set these out below. 

Table 2 Specific risks 
The specific opinion risks identified at this stage of the audit 

Risk Area Assertions Audit response 
Each year the council must 
consider whether there are 
indicators of impairment of the 
asset values reported on the 
balance sheet. In the current 
economic climate it is more 
likely that assets will need to 
be revalued.  

This represents a risk to the 
valuation of fixed assets on the 
balance sheet and the 
accuracy of the impairment or 
depreciation charges to the 
Income and Expenditure 
Account. 

We will review the instructions to the 
Valuer and the valuation report to be 
satisfied that we can place reliance on 
the work of this expert and that the 
valuation is carried out in accordance 
with proper practice. We will also 
examine the accounting treatment of 
revaluation or impairment 
transactions. 

The Council's pressure to meet 
its budget targets means we 
must presume there is a risk of 
fraudulent financial 
misreporting with regard to 
revenue recognition. This is a 
risk for all Councils.  

This represents a risk to the 
cut-off assertion and the 
accuracy of income and 
expenditure in the Income and 
Expenditure account. 
Mandatory testing is required 
before our opinion can be 
given.  

We will review the Council's 
arrangements to mitigate this risk.   
We will test to ensure: 

• capitalised expenditure is 
appropriate; 

• correct cut off of receipts and 
payments in March, April, May 
and June; 

• debtors are accurate.   
The 2009 SORP contains 
changes to the accounting 
treatment of Council Tax and 
NNDR and to the disclosure of 
officers' emoluments.  

This represents a risk that the 
required changes will not be 
accounted for correctly.  

We will review the accounting 
treatment of council tax and NNDR 
income and the disclosure of officers' 
emoluments against the requirements 
of the 2009 SORP.  

Post-statements audit  
36 We worked closely with senior finance staff to support the Council during the 

closedown of the 2009/10 accounts and in its preparations for the audit of the financial 
statements. To prepare for the 2009/10 process, we: 

• met with the Head of Financial Management after the 2008/09 post-statements 
audit to discuss the areas where improvements could be made to the audit process 
and actioned these; 

• delivered training to key members of the closedown team, including finance, IT and 
asset valuation staff.  
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• confirmed working paper requirements with the Financial Accountant to support a 
faster audit process; and 

• confirmed with the Head of Financial Management an audit approach in relation to 
the controls and substantive work proposed. A high level indication of our approach 
is set out in table 3 and will be revised following the results of our interim testing 
and review of Internal Audit's work. 

37 To support the Council in its closedown arrangements have provided: 

• SORP disclosure checklist; 
• capital accounting checklist; and 
• capital financing checklist. 

38 The completion of the checklists along with reference to the accompanying evidence 
greatly assists the accounts and audit process. 

39 The timescale for the submission of draft accounts to the Audit & Governance 
Committee and your Auditors is 30 June 2010. The completion of the audit and 
submission of the certificate and audit opinion is 30 September 2010. The measures 
set out in table 2 are key to the completion of the audit in this tight timescale. 

Table 3 Key factors to the audit 
 

Council actions Auditor actions 
Prepare a detailed closedown plan including the delivery 
of the draft financial statements with key dates and staff 
responsibilities agreed. 

Review the closedown plan to ensure that it is 
comprehensive and that appropriate 
responsibilities have been assigned.  
Consider our work plan in relation to key 
dates to avoid contacting the Council at key 
stages of the plan, e.g. 31st March 2010 and 
the closing of the ledger the new financial 
year. 

Provide the complete set of financial statements, 
disclosures and notes and Annual Governance 
Statement to the Audit & Governance Committee on 28 
June 2010 for initial review prior to submission to the 
auditors.  

Respond to technical queries in advance of 
the statements audit. 

Submit the complete set of financial statements, 
disclosures and notes with all amendments required by 
the Audit & Governance Committee on 27 September 
2010 in line with the submission deadline. 

Highlight any amendments identified to the 
Head of Financial Management so that 
amendments can be made prior to submission 
to adoption of the audited financial statements 
by Cabinet. 

Prepare comprehensive working papers to support all of 
the financial statements and disclosures and provide 
these in full at the start of the audit on 20 July 2010.  

Select samples for detailed testing e.g. cut off, 
from transaction listings at the start of the 
audit to enable the Council to obtain the 
evidence required. 

Ensure that key staff are available to respond to queries 
arising from the audit for the duration of the post-
statements audit. 

Maintain a schedule of all queries and issues 
arising from the audit and discuss these with 
the Head of Financial Management on a 
regular basis. 
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Council actions Auditor actions 
Provide any final evidence required as a result of the 
issues raised in the exit meeting with the Head of 
Financial Management on 16 September 2010.  

Provide a summary of the outstanding issues 
and any amendments required to date (as 
discussed with the Head of Financial 
Management on an on-going basis). 
Prepare the statement for those charged with 
governance and discuss with officers on 16 
September 2010 in advance of the Audit & 
Governance Committee meeting. 

Clearly document agreed amendments made to the 
financial statements. 

Agree all amendments made to the financial 
statements and ensure they are consistent 
with the amendments reported in the Annual 
Governance Report. 

Arrange for the Audit & Governance Committee to 
receive the Annual Governance Report 

Attend the Audit & Governance Committee to 
present the Annual Governance Report. 

Arrange for the adoption of the accounts and for all 
certificates to be signed. 

Provide the audit opinion and certificate. 

Testing strategy 
40 On the basis of risks identified, we will produce a detailed testing strategy which will 

consist of testing key controls and/or substantive tests of transaction streams and 
material account balances at year end.  

41 The table below sets out the high level summary of our intended approach. This has 
been revisited as part of our post statement planning to reflect any findings from our 
interim visit and review of Internal Audit's work.  

Table 4 Testing Strategy 
This summarises the proposed assurance from controls testing. 

Area of the accounts Controls assurance Substantive testing 

Overall accounting system 
 
General ledger - Navision 

 
 

 - for closedown 
processes  

e.g. year end journals 
Income and expenditure account 
Payroll expenditure (payroll system)   
Non pay expenditure (purchase ledger system)   
Non pay expenditure (manually generated)   - e.g. accruals and  

cut-off processes 
Other income (sales ledger and housing rents 
system) 

  

Other income (manually generated)   - e.g. accruals and  
cut-off processes 

Housing benefit (income and expenditure)   - linked with grant claim 
Income - car parking   
Income - leisure centre   
Income - concessionary fares   
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Area of the accounts Controls assurance Substantive testing 
Interest and investment income   - year end 

reconciliation 
Other items   
Balance sheet 
Fixed assets   - depreciation and 

physical verification 
 - additions, disposals, 

valuation and ownership 
Investments    
Debtors  - system year end 

debtors. 
 - manual year end 

debtors e.g. accruals, bad 
debt provision and 

subsequent payment. 
Creditors  - system year end 

creditors. 
 - manual year end 

creditors e.g. accruals 
and subsequent payment. 

Cash  - monthly bank 
reconciliations 

 

Reserves    - movements on 
reserves 

Other balances   
Provisions   - movements in year 

and year end balances 
Collection Fund 
Council tax   - year end 

reconciliations 
Non domestic rates   - year end 

reconciliations 
Precepts   
Other items of account   

42 Our testing will be carried out both before and after the draft financial statements have 
been produced (pre- and post-statement testing).  

43 In 2009/10 we plan to test controls in the following systems (in line with the approach 
described at paragraph 28): 

• general ledger; 
• payroll (part of the system); 
• purchase ledger (part of the system); 
• sales ledger (part of the system); 
• housing benefits (part of the system); 
• treasury management / investment income; 
• council tax and NNDR (part of the system); 
• housing rents (part of the system). 
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44 We have reviewed the controls in place for concessionary fare income, income from 
Leisure centres and car parking. Our assessment of your control environment was that 
there were gaps in assurance within each of these systems. This has been shown in 
table 5 below. 

Table 5 Assurance against assertions for income systems 
 

Assertion  Concessionary 
Fares income 

Leisure Centre 
income 

Car Parking 
income 

Accuracy Is it recorded at the right amount 
and are the details right? 

   

Classification Is it in the right place in the 
accounts? 

 No assurance 
from the system 

No assurance 
from the system 

Completeness Is it all there? No assurance 
from the system 

  

Cut-off  Is it in the right year? No assurance 
from the system 

  

Occurrence Has it happened?    

Audit Commission 2009/10 annual file 

45 As a result of these gaps, we are required to undertake substantive testing, that is 
testing a sample of individual transactions to identify any evidence that the income 
may be mis-stated. In all cases, due to the low level of income from these systems, it is 
actually more efficient to substantively test these balances, i.e. we will undertake less 
testing to gain assurance than if we undertook controls testing, assuming that we do 
not identify any errors.  

46 However, more importantly, we are required to bring to your attention the fact that the 
Council itself does not have assurance from the systems in place for: 

• Concessionary fare income - is all the income disclosed in the financial 
statements? 

• Concessionary fare income - is the income disclosed in the right accounting 
period? 

• Leisure centre income - is all income classified in the correct way in the financial 
statements? 

• Car parking income - is all income classified in the correct way in the financial 
statements? 

Internal audit 
47 In 2008/09 we completed a full review of Internal Audit's compliance with the standards 

set out by CIPFA Code of Practice for Internal Audit, covering: 

• scope of internal audit; 
• independence; 
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• ethics for internal auditors; 
• audit committees; 
• relationships; 
• staffing, training and continuing professional development; 
• audit strategy and planning; 
• undertaking audit work; 
• due professional care; 
• reporting; and 
• performance, quality and effectiveness. 

48 From this review we have concluded that internal audit is effective as a management 
control (as part of the control environment assessment) and we will review this to 
ensure that we may place reliance on their work in 2009/10.  For those information 
systems which include key controls highlighted for coverage in 2009/10, we will review 
and evaluate specific areas of internal audit work and re-perform or extend some of the 
testing to confirm that it has been completed satisfactorily.   

49 We have discussed our testing strategy with Internal Audit, in order to inform their 
planned work and to discuss the timescales of that work. As we near the end of the 
financial year, we will meet with Internal Audit to discuss the outcome of their work and 
to update our testing strategy. Close liaison will continue throughout the audit. 

Assessment of materiality 
50 Audit testing is undertaken with the objective that material misstatements in the 

accounts are identified. Materiality is considered in relation to the Council’s statement 
of accounts as a whole, as well as to the individual items in the balance sheet, income 
and expenditure account or other statements. Generally a matter will be material if 
knowledge of it would be likely to influence the user of the statement of accounts or 
distort the understanding of the accounts. 

The overall materiality for this year’s audit has been calculated in line with Audit 
Commission guidance at £738,000 (based on 1 per cent of gross expenditure in 
2009/10 draft financial statements).  

Timing and deadlines 
51 The following timetable sets out the proposed timescale for the main elements of the 

audit. 
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Table 6 Key dates 
 

Task Timescale Council lead Audit lead 
Work to 'understand' the council 
and initial systems visit 
(walkthrough testing) 

January - February 
2010 

Bob Kean and 
Suzanne Campbell 

David Roper 

Controls testing March - April 2010 Bob Kean and 
Suzanne Campbell 

David Roper 

Calling the audit TBC Suzanne Campbell David Roper 
Approval of accounts by 30 June 2010 Audit & Governance 

Committee 
- 

Receipt of accounts by 30 June 2010 Bob Kean and 
Suzanne Campbell 

Emily Mayne and 
David Roper 

Post-statements audit work 20 July - 6 August, 
and 23 August -  
10 September 2010 

Bob Kean and 
Suzanne Campbell 

Emily Mayne and 
David Roper 

DA review 18 August and 15 
September 2010 

- Grant Patterson 

Discuss draft annual governance 
report with officers 

16 September 2010 Bob Kean Emily Mayne 

Present report to those charged 
with governance at the Audit & 
Governance Committee 

27 September 2010 - Grant Patterson 
Emily Mayne 

Approval of amended accounts by 
Cabinet 

TBC Bob Kean - 

Issue of opinion By 30 September 
2010 

- Grant Patterson 

52 The table below sets out those actions for officers and auditors that are key to the 
timely completion of the audit. 

Table 7 Key factors to the audit 
Auditor actions Officer actions 
Ensure that the letter calling the audit is sent to you 
in sufficient time to enable you to place appropriate 
adverts in the local press. 

Place appropriate adverts in the local press and 
provide us with a copy of these adverts. 

Provide electronic copies of standard checklists as 
soon as they become available. These include: 

• SORP disclosure checklist. 
• Capital accounting checklist. 
• Capital financing checklist. 

Completed checklists with references to evidence 
supporting the responses (supported by electronic 
files wherever possible). 
 

Monitor progress against your closedown plan. 
 

Advise us of your closedown plans and keep us 
informed of any significant issues or potential 
slippage. 
Provide us with details of key officer availability in 
July, August, September to allow us to plan our 
work around any scheduled absences. 

Respond to queries in advance of the statements 
audit. 

Provide the complete set of financial statements, 
disclosures and notes and statement of internal 
control by the expected date.  
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Auditor actions Officer actions 
Liaise with finance staff on the requirements of 
working papers. 

Prepare comprehensive working papers to support 
all of the financial statements and disclosures and 
provide these in full at the start of the audit.  

Select samples for detailed testing from transaction 
listings in order that officers can then obtain the 
evidence required.  

Provide some specific working papers to 
accompany the submission of the draft accounts for 
the purpose of audit planning and sample selection. 

Maintain a schedule of all queries and issues arising 
from the audit and discuss these with the 
appropriate officer. 
Respond promptly to any queries you raise with us. 

Respond promptly to audit queries. 

Agree all amendments to the accounts with the key 
contact and review these corrections. 

Clearly document agreed amendments to the 
accounts. 

Prepare ISA260 report for those charged with 
governance and discuss with officers in advance of 
the audit committee meeting. 

Respond to the action plan and arrange for audit 
committee to receive the auditors ISA260 annual 
governance report. 

Provide audit opinion and certificate.  Arrange for the re-approval of the accounts and for 
certificates to be resigned (if required). 

Links with value for money conclusion 
53 Although this opinion plan is focussed on the work required to give the opinion on the 

accounts, there are links with the value for money conclusion.  

54 The Code of Audit Practice requires us to reach a conclusion on whether we are 
satisfied that the Council has proper arrangements in place for securing economy, 
efficiency and effectiveness in its use of resources. This is the value for money 
conclusion.  

55 We provide details of our conclusions for each of the criteria specified by the Audit 
Commission in our annual governance report and issue this at the same time as our 
opinion on the financial statements. 

56 Our work towards the opinion audit also informs the value for money conclusion as 
shown in Table 8. 

Table 8 Value for money conclusion 
Our value for money conclusion is informed by our opinion work in a number of areas 

Area of work KLOE 
Walkthrough of systems of testing and controls 
testing 

Does the organisation manage its risks and maintain a 
sound system of internal control? 

Review of Internal Audit Does the organisation manage its risks and maintain a 
sound system of internal control? 

Financial statements audit Is the organisation’s financial reporting timely, reliable 
and does it meet the needs of internal users, 
stakeholders and local people? 

Source: Value for money criteria 
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Key contacts 
57 The key members of the audit team for the 2009/10 audit are shown in the table below. 

Table 9 Audit contacts 
 

Key contacts Title Telephone  Email 
Grant Patterson District Auditor and 

Engagement Lead 
0844 798 7816 g-patterson@ 

audit-commission.gov.uk 
Emily Mayne Audit Manager 0844 798 1160 e-mayne@ 

audit-commission.gov.uk 
David Roper Team Leader  0844 798 6688 d-roper@ 

audit-commission.gov.uk 

Independence and objectivity 
58 We are not aware of any relationships that may affect the independence and objectivity 

of the District Auditor and the audit staff, which we are required by auditing and ethical 
standards to communicate to you.  

59 We comply with the ethical standards issued by the APB and with the Commission’s 
requirements in respect of independence and objectivity as summarised in Appendix 2.  
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Appendix 1 – International 
Standards on Auditing (United 
Kingdom & Ireland) 
60 Our work must be undertaken in accordance with the Audit Commission’s Code of 

Audit Practice (the Code), current legislation, ethical standards and international 
auditing standards applicable to the UK – the International Standards of Auditing - ISA 
(UK&I).  

61 The Commission, along with other UK national auditing agencies has adopted the 
Audit Practices Board (APB) engagement standards and quality control standards as 
the basis of our approach to the audit of financial statements 

62 Under the ISA(UK&I) we are required to gain an understanding of the audited body 
(AIB) to identify risks of material misstatement at an AIB and a systems level. To meet 
the requirements of ISA (UK&I) 315 we identify: 

63 risks at the AIB level, the overall control environment, external factors, internal factors, 
business risks, financial performance, internal control and other risks to the financial 
statements; and 

64 risks at the system level for each system that produces material figures in the financial 
statements, though documentation, walkthrough and evaluation of controls. 

65 We then undertake audit procedures to reduce the risk of material misstatement to an 
acceptably low level - this allows us to select the audit procedures as appropriate from 
pre-statements or post-statements controls or substantive testing. 

66 In addition to testing linked to individual assertions, some overall statement level tests 
are mandatory requirements of the ISAs (UK&I) and these include the following 
procedures: 

• check that all required financial statements are included in accordance with the 
Council’s financial reporting framework (ISA (UK&I) 200); 

• confirm accounting policies are appropriate to the Council’s financial reporting 
framework, consistent with previous year or changes are disclosed (SA (UK&I) 
710); 

• consider if disclosure requirements are in accordance with the Council’s financial 
reporting framework (ISA (UK&I) 330); 

• review the statement of internal control (or equivalent) and the evidence supporting 
the statements made (APB Bulletins and Code of Audit Practice); 

• agree the financial statements to the ledger via trial balance (ISA (UK&I) 330); 
• agree the prior year figures disclosed in this years statements to last years 

financial statements (opening balances) (ISA (UK&I) 510, 710); 
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• check a sample of material year end journals/transfers (ISA (UK&I) 330); 
• obtain and review management representations (also to be signed by those 

charged with governance) (ISA (UK&I) 580); 
• obtain and review evidence of existence or otherwise of post balance sheet events 

(ISA (UK&I) 560); 
• review documentation and enquire of management as to the existence of any 

litigation or claims (ISA (UK&I) 501); 
• test related party disclosures for completeness and accuracy (ISA (UK&I) 550); 
• consider evidence of ‘going concern’ basis (ISA (UK&I) 570); 
• check consistency of explanatory foreword and annual report (ISA (UK&I) 720); 
• if long term investments are material, obtain evidence of valuation and disclosure 

(ISA (UK&I) 501); and 
• obtain evidence of disclosure of segmental information in accordance with the 

Council’s financial reporting framework (ISA (UK&I) 501). 
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1 Auditors appointed by the Audit Commission are required to comply with the 

Commission’s Code of Audit Practice and Standing Guidance for Auditors, which 
defines the terms of the appointment. When auditing the financial statements, auditors 
are also required to comply with auditing standards and ethical standards issued by 
the Auditing Practices Board (APB). 

2 The main requirements of the Code of Audit Practice, Standing Guidance for Auditors 
and the standards are summarised below. 

3 International Standard on Auditing (UK and Ireland) 260 (Communication of audit 
matters with those charged with governance) requires that the appointed auditor: 

• discloses in writing all relationships that may bear on the auditor’s objectivity and 
independence, the related safeguards put in place to protect against these threats 
and the total amount of fee that the auditor has charged the client; and 

• confirms in writing that the APB’s ethical standards are complied with and that, in 
the auditor’s professional judgement, they are independent and their objectivity is 
not compromised 

4 The standard defines ‘those charged with governance’ as ‘those persons entrusted 
with the supervision, control and direction of an entity’. In your case, the appropriate 
addressee of communications from the auditor to those charged with governance is 
the Audit Committee. The auditor reserves the right, however, to communicate directly 
with the Council on matters which are considered to be of sufficient importance. 

5 The Commission’s Code of Audit Practice has an overriding general requirement that 
appointed auditors carry out their work independently and objectively, and ensure that 
they do not act in any way that might give rise to, or could reasonably be perceived to 
give rise to, a conflict of interest. In particular, appointed auditors and their staff should 
avoid entering into any official, professional or personal relationships which may, or 
could reasonably be perceived to, cause them inappropriately or unjustifiably to limit 
the scope, extent or rigour of their work or impair the objectivity of their judgement. 

6 The Standing Guidance for Auditors includes a number of specific rules. The key rules 
relevant to this audit appointment are as follows. 

• Appointed auditors should not perform additional work for an audited body  
(ie work over and above the minimum required to meet their statutory 
responsibilities) if it would compromise their independence or might give rise to a 
reasonable perception that their independence could be compromised. Where the 
audited body invites the auditor to carry out risk-based work in a particular area 
that cannot otherwise be justified as necessary to support the auditor’s opinion and 
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conclusions, it should be clearly differentiated within the Audit and Inspection Plan 
as being ‘additional work’ and charged for separately from the normal audit fee. 

• Auditors should not accept engagements that involve commenting on the 
performance of other auditors appointed by the Commission on Commission work 
without first consulting the Commission. 

• The District Auditor responsible for the audit should, in all but the most exceptional 
circumstances, be changed at least once every five years. 

• The District Auditor and senior members of the audit team are prevented from 
taking part in political activity on behalf of a political party, or special interest group, 
whose activities relate directly to the functions of local government or NHS bodies 
in general, or to a particular local government or NHS body. 

7 The District Auditor and members of the audit team must abide by the Commission’s 
policy on gifts, hospitality and entertainment.  

 

 

 

 

 

 


