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Agenda Item 10
Rutland County Council

telephone: 01572 722 577

Catmose

fax: 01572 758 307

Oakham

email: enquiries@rutland.gov.uk

Rutland
LE15 6HP

web: www.rutland.gov.uk
DX: 28340 Oakham

Tony Crawley
Director
KPMG LLP
St Nicholas House
Park Row
Nottingham
NG1 6FQ
24/07/2018
Dear Tony
LETTER OF REPRESENTATION
This representation letter is provided in connection with your audit of the financial
statements of Rutland County Council (“the Authority”), for the year ended 31 March
2018, for the purpose of expressing an opinion:
i.

as to whether these financial statements give a true and fair view of the financial
position of the Authority as at 31 March 2018 and of the Authority’s expenditure
and income for the year then ended; and

ii.

whether the financial statements have been prepared properly in accordance with
the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom 2017/18.

These financial statements comprise the Movement in Reserves Statement, the
Comprehensive Income and Expenditure Statement, the Balance Sheet, the Cash Flow
Statement, the Collection Fund and the related notes, including the Expenditure and
Funding Analysis.
The Authority confirms that the representations it makes in this letter are in accordance
with the definitions set out in the Appendix to this letter.
The Authority confirms that, to the best of its knowledge and belief, having made such
inquiries as it considered necessary for the purpose of appropriately informing itself:
Financial statements
1. The Authority has fulfilled its responsibilities, as set out in the Accounts and Audit
Regulations 2015, for the preparation of financial statements that:
i.

give a true and fair view of the financial position of the Authority as at 31 March
2018 and of the Authority’s expenditure and income for the year then ended;
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ii.

have been properly prepared in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2017/18.

The financial statements have been prepared on a going concern basis.
2. Measurement methods and significant assumptions used by the Authority in making
accounting estimates, including those measured at fair value, are reasonable.
3. All events subsequent to the date of the financial statements and for which IAS 10
Events after the reporting period requires adjustment or disclosure have been
adjusted or disclosed.
4. The effects of uncorrected misstatements are immaterial, both individually and in
aggregate, to the financial statements as a whole.
Information provided
5. The Authority has provided you with:




access to all information of which it is aware, that is relevant to the preparation
of the financial statements, such as records, documentation and other matters;
additional information that you have requested from the Authority for the
purpose of the audit; and
unrestricted access to persons within the Authority from whom you determined
it necessary to obtain audit evidence.

6. All transactions have been recorded in the accounting records and are reflected in the
financial statements.
7. The Authority confirms the following:
The Authority has disclosed to you the results of its assessment of the risk that the
financial statements may be materially misstated as a result of fraud.
Included in the Appendix to this letter are the definitions of fraud, including
misstatements arising from fraudulent financial reporting and from misappropriation of
assets.
8. The Authority has disclosed to you all information in relation to:
a) Fraud or suspected fraud that it is aware of and that affects the Authority and
involves:


management;
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employees who have significant roles in internal control; or
others where the fraud could have a material effect on the financial
statements; and

b) allegations of fraud, or suspected fraud, affecting the Authority’s financial
statements communicated by employees, former employees, analysts,
regulators or others.
In respect of the above, the Authority acknowledges its responsibility for such internal
control as it determines necessary for the preparation of financial statements that are
free from material misstatement, whether due to fraud or error. In particular, the
Authority acknowledges its responsibility for the design, implementation and
maintenance of internal control to prevent and detect fraud and error.
9. The Authority has disclosed to you all known instances of non-compliance or
suspected non-compliance with laws and regulations whose effects should be
considered when preparing the financial statements.
10.The Authority has disclosed to you and has appropriately accounted for and/or
disclosed in the financial statements, in accordance with IAS 37 Provisions,
Contingent Liabilities and Contingent Assets, all known actual or possible litigation
and claims (including any arising from capital projects) whose effects should be
considered when preparing the financial statements.
11.The Authority has disclosed to you the identity of the Authority’s related parties and all
the related party relationships and transactions of which it is aware. All related party
relationships and transactions have been appropriately accounted for and disclosed in
accordance with IAS 24 Related Party Disclosures.
Included in the Appendix to this letter are the definitions of both a related party and a
related party transaction as we understand them as defined in IAS 24 and the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom 2017/18.
12.The Authority confirms that:
a) The financial statements disclose all of the key risk factors, assumptions made
and uncertainties surrounding the Authority’s ability to continue as a going
concern as required to provide a true and fair view.
b) Any uncertainties disclosed are not considered to be material and therefore do
not cast significant doubt on the ability of the Authority to continue as a going
concern.
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13.On the basis of the process established by the Authority and having made appropriate
enquiries, the Authority is satisfied that the actuarial assumptions underlying the
valuation of defined benefit obligations are consistent with its knowledge of the
business and are in accordance with the requirements of IAS 19 (Revised) Employee
Benefits.
The Authority further confirms that:
a) all significant retirement benefits, including any arrangements that are:





statutory, contractual or implicit in the employer's actions;
arise in the UK and the Republic of Ireland or overseas;
funded or unfunded; and
approved or unapproved,

have been identified and properly accounted for; and
b) all plan amendments, curtailments and settlements have been identified and
properly accounted for.
This letter was tabled and agreed at the meeting of the Audit and Risk Committee on
24th July 2018.
Yours faithfully,

Mr S Della Rocca
Director for Resources – Section 151 Officer

Mr J Lammie
Vice-Chair of Audit and Risk Committee
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External Audit
ISA260 Report
2017/18
Rutland County
Council
July 2018
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Summary for Audit and Risk
Committee
Background This document summarises the key findings in relation to our 2017-18 external
audit at Rutland County Council (‘the Authority’).
This report covers both our on-site work which was completed in June and
July 2018 on the Authority’s significant risk areas, as well as other areas of
your financial statements. The report is prepared for presentation at the Audit
and Risk Committee meeting of 24 July 2018. We will update the Committee at
its meeting on any significant matters contained in this report.
Financial statements Subject to completion of the remaining work and all outstanding queries being
resolved to our satisfaction we anticipate issuing an unqualified audit opinion
on the Authority's financial statements before the deadline of 31 July 2018.
The remaining audit work includes the following matters:
• Final Audit Director review;
• Addressing any remaining audit queries, obtaining required information from third
parties and any further matters arising from our completion procedures;
• General audit file completion and review procedures;
• Post balance sheet events review up to the date of signing the audit opinion; and
• Final review of the working papers and amended accounts.
Based upon our initial assessment of risks to the financial statements (as reported to
you in our External Audit Plan 2017/18 and updated during our audit) we identified
the following significant risks (excluding those mandated by International Standards
on Auditing):
— Valuation of PPE – the Authority operates a cyclical revaluation approach and we
considered the way in which the Authority ensures that assets not subject to inyear revaluation are not materially misstated;
— Pensions Liabilities – we reviewed the processes in place to ensure accuracy of
data provided to the Actuary and considered the assumptions used by the
Actuary in determining the valuation;
— Faster Close - the timetable for the production of the financial statements has
been significantly advanced and we worked with the Authority in advance of our
audit to understand the steps being taken to meet these deadlines and the
impact on our work.
There are no audit adjustments arising from our work that we need to report to you.
There are no non-material unadjusted audit differences.
We are now in the completion stage of the audit and anticipate issuing our
completion certificate alongside the audit opinion and VFM conclusion before 31 July
2018. We expect to issue our Annual Audit letter before the end of September 2018.
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Summary for Audit and Risk
Committee (cont.)
Control
Environment
Value for money
arrangements

We have assessed the effectiveness of your key organisational and financial system
controls, on which we rely as part of our audit. Overall we found that the controls on
which we seek to place reliance are operating effectively.
We have completed our risk-based work to consider whether in all significant respects
the Authority has proper arrangements to ensure has taken properly informed decisions
and deployed resources to achieve planned and sustainable outcomes for taxpayers
and local people. We have concluded that the Authority has made proper arrangements
to secure economy, efficiency and effectiveness in its use of resources.
We therefore anticipate issuing an unqualified value for money opinion.
We set out our assessment of those areas requiring additional risk based work in our
External Audit Plan 2017/18 and have updated this assessment during our interim visit.
We identified the following significant VFM audit risk:
— Financial resilience – As a result of reductions in central government funding, and
other pressures, the Authority continues to face similar financial pressures and
uncertainties to those experienced by others in the local government sector. We
considered the arrangements the Authority had in place for managing its annual
budget, generating income and identifying and implementing any savings required
to balance its medium term financial plan.
See further details on page 17.

Whole of
Government
Accounts

Exercising of audit
powers

The national audit deadline for reporting on authorities’ 2017/18 Whole of Government
Accounts (WGA) return is 31 August 2018. We expect to complete the audit
procedures required and issue our report at the same time as we give the opinion on
the financial statements. We will update the Audit and Risk Committee if there are any
significant audit matters arising from this work or if our report on the WGA return is
likely to be delayed.
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.

Acknowledgements

We would like to take this opportunity to thank officers and Members for their
continuing help during this year’s audit.
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Section one

Control
Environment
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Section one: Control environment

Organisational and IT control environment
We have identified no significant issues with the Authority's control environment and consider that
the overall arrangements that have been put in place are reasonable.

Organisational control environment
Controls operated at an organisational level often have an impact on controls at an operational level and if
there were weaknesses this would have implications for our audit. We obtain an understanding of the
Authority’s overall control environment and determine if appropriate controls have been implemented. We do
not complete detailed testing of these controls.
Controls over key financial systems
We have assessed the design and/or operation of certain key controls as part of our focus on significant audit
risks and other parts of your key financial systems on which we rely as part of our audit. The strength of the
financial system control framework informs the substantive testing we complete during our final accounts
visit.
The Authority upgraded its Agresso system during 2016/17 and established a new arrangement for the
systems support and operation with an external supplier. We concluded at last year’s audit that these
changes had been managed appropriately during the year. The Authority and the supplier were continuing to
embed the general IT controls around the new system arrangements and we followed up on progress made.
During 2017/18 the Authority has extended the arrangement with the external supplier to include the
operation of the payroll system. We carried out our planned Agresso General IT Controls testing and there
are no significant matters arising from that work that we are required to report to you.
Overall we found that the financial controls on which we seek to place reliance are operating effectively.
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Section two: Financial Statements

Accounts production and audit process
Audit standards (ISA 260) require us to communicate our views on the significant qualitative aspects of the
Authority’s accounting practices and financial reporting.
We also assessed the Authority’s process for preparing the accounts and its support for an efficient audit.
The efficient production of the financial statements and good-quality working papers was critical to meeting
the tighter deadlines this year.
The Authority’s overall process for the preparation of the financial statements and supporting working
papers was effective.

Accounts practices and production process
The Authority published a complete set of draft accounts by 31 May 2018. We consider that the overall process
for the preparation of your financial statements was effective. We also consider the Authority’s accounting
practices appropriate.
Going concern
The financial statements of the Authority have been prepared on a going concern basis. We confirm that we have
identified no significant matters which would, in our view, affect the ability of the Authority to continue as a going
concern.
Implementation of recommendations
We raised one recommendation in our ISA 260 Report 2016/17, relating to the preparations needed for the earlier
closure deadline this year. This was implemented and further details are included in Appendix 2.
Completeness of draft accounts
The Authority published a complete set of draft accounts on 31 May 3018, which is the statutory deadline.
Quality of supporting working papers
We issued our Accounts Audit Protocol to officers before the start of the audit. This important document sets out
our audit approach and timetable. It also summarises the working papers and other evidence we require the
Authority to provide to support our audit work. This helps the Authority to provide audit evidence in line with our
expectations.
The working papers provided this year have been of a good standard. The requested working papers were
available at the start of the audit visit and the finance team responded promptly to any requests for additional
information or explanation.
Response to audit queries
Finance staff were available throughout the audit visit to answer our queries and the queries were responded to
promptly. We thank the finance team for their co-operation throughout the visit which allowed the audit to
progress within the allocated timeframe.
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Section two: Financial Statements

Specific audit areas
We anticipate issuing an unqualified audit opinion on the Authority’s 2017-18 financial statements by
31 July 2018.

Auditing standards require us to consider two standard risks for all organisations. We consider these as a
matter of course in our audit and will have set out the findings arising from our work in our ISA 260 Report
below.

01

Management override of controls
Professional standards require us to communicate the fraud risk from management override of
controls as significant because management is typically in a unique position to perpetrate fraud
because of its ability to manipulate accounting records and prepare fraudulent financial
statements by overriding controls that otherwise appear to be operating effectively.
Our audit methodology incorporates the risk of management override as a default significant
risk. We have not identified any specific additional risks of management override relating to this
audit.
In line with our methodology, we carried out appropriate controls testing and substantive
procedures, including over journal entries, accounting estimates and significant transactions that
are outside the normal course of business, or are otherwise unusual.
There are no matters arising from this work that we need to bring to your attention.

02

Fraudulent revenue recognition

Professional standards require us to make a rebuttable presumption that the fraud risk from revenue
recognition is a significant risk.
Over the following
pages we
have
set2017-18
out ourwe
assessment
of the
significant
areas of risk
audit
In our External
Audit
Plan
reported that
wespecific
do not consider
thisrisks
to beand
a significant
focus we identified
in
relation
to
the
audit
of
the
Authority’s
financial
statements
[and
those
of
the
Pension
for Local Authorities as there is unlikely to be an incentive to fraudulently recognise revenue.
Fund].
This is still the case. Since we have rebutted this presumed risk, there has been no impact on our
audit work.
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Section two: Financial Statements

Specific audit areas
Significant Audit Risks – Authority
Those risks requiring specific audit attention and procedures to address the likelihood of a material financial
statement error in relation to the Authority.
Risk:

Valuation of PPE
The Code requires that where assets are subject to revaluation, their year end carrying value
should reflect the appropriate fair value at that date. The Authority has adopted a rolling
revaluation model which sees all land and buildings revalued over a five year cycle. As a result
of this, however, individual assets may not be revalued for four years.
This creates a risk that the carrying value of those assets not revalued in year differs
materially from the year end fair value.

Our
assessment
and work
undertaken:

We reviewed the approach that the Authority has adopted to address the risk that assets not
subject to valuation are materially misstated and considered the robustness of that approach.
In relation to those assets which have been revalued during the year we reviewed the
accounting entries made to record the results of the revaluation in order to ensure that they
were appropriate.
We assessed the valuer’s qualifications, objectivity and independence to carry out such
valuations.
We are satisfied that the PPE assets reviewed were not materially misstated.
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Section two: Financial Statements

Specific audit areas (cont.)
Significant Audit Risks – Authority (cont.)
Risk:

Pension Liabilities
The net pension liability represents a material element of the Authority’s balance sheet. The
Authority is an admitted body of Leicestershire Local Government Pension Fund, which had
its last triennial valuation completed as at 31 March 2016. This forms an integral basis of the
valuation as at 31 March 2018.
The valuation of the Local Government Pension Scheme relies on a number of assumptions,
most notably around the actuarial assumptions, and actuarial methodology which results in
the Authority’s overall valuation.
There are financial assumptions and demographic assumptions used in the calculation of the
Authority’s valuation, such as the discount rate, inflation rates, mortality rates etc. The
assumptions should also reflect the profile of the Authority’s employees, and should be based
on appropriate data. The basis of the assumptions is derived on a consistent basis year to
year, or updated to reflect any changes.
There is a risk that the assumptions and methodology used in the valuation of the Authority’s
pension obligation are not reasonable. This could have a material impact on the net pension
liability accounted for in the financial statements.

Our
assessment
and work
undertaken:

As part of our work we liaised with the Authority to understand and review the controls that
are in place over the information sent directly to the Scheme Actuary. We also liaised with the
auditors of the Pension Fund in order to gain an understanding of the effectiveness of the
arrangements operated by the Pension Fund.
We reviewed the appropriateness of the key assumptions included within the valuation,
compared them to expected ranges and involved a KPMG Actuary to provide a specialist
assessment of those assumptions. We also evaluated the competency, objectivity and
independence of Fund’s actuary, Hymans Robertson, and reviewed the methodology applied
in their valuation
We reviewed the overall Actuarial valuation report obtained and considered the disclosure
implications in the financial statements.
In order to determine whether the net pension liability has been appropriately accounted for
we also considered the valuation of pension assets. We obtained assurance from the Pension
Fund auditors over the overall value of fund assets. We then liaised with the actuary to
understand how these assets are allocated across participating bodies.
Some elements of this work are still in progress at the date of this report. For example, we
have not yet had a full response from the Pension Fund auditors to our enquiries. Subject to
completion of the remaining work and all outstanding queries being resolved to our
satisfaction As a result of this work we determined that the net pension liability had been
properly accounted for and disclosed in the financial statements.
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Section two: Financial Statements

Specific audit areas (cont.)
Significant Audit Risks – Authority (cont.)
Risk:

Faster Close
In prior years, the Authority has been required to prepare draft financial statements by 30
June and then final signed accounts by 30 September. For years ending on and after 31
March 2018 however, revised deadlines apply which require draft accounts by 31 May and
final signed accounts by 31 July.
During 2016/17 the Authority’s accountancy team experienced some turnover and other
unplanned key staff absences resulting in pressure on staff during the busy year-end period.
The team managed to prepare a complete set of draft financial statements by the 30 June
2017 deadline but the working papers were generally not as clear or comprehensive as in
previous years and identified material errors in the accounts. Further work is therefore
required in order to re-establish robust arrangements and staffing to ensure that the statutory
deadlines for 2017/18 are met.
In order to meet the revised deadlines, the Authority may need to make greater use of
accounting estimates. In doing so, consideration will need to be given to ensuring that these
estimates remain valid at the point of finalising the financial statements. In addition, there are
a number of logistical challenges that will need to be managed. These include:
— Ensuring that any third parties involved in the production of the accounts (including
valuers and actuaries) are aware of the revised deadlines and have made arrangements to
provide the output of their work in accordance with this;
— Revising the closedown and accounts production timetable in order to ensure that all
working papers and other supporting documentation are available at the start of the audit
process;
— Ensuring that the Audit and Risk Committee meeting schedules have been updated to
permit signing in July; and
— Applying a shorter paper deadline to the July meeting of the Audit and Risk Committee
meeting in order to accommodate the production of the final version of the accounts and
our ISA 260 report.
In the event that the above areas are not effectively managed there is a significant risk that
the audit will not be completed by the 31 July deadline.
There is also an increased likelihood that the Audit Certificate (which confirms that all audit
work for the year has been completed) may be issued separately at a later date if work is still
ongoing in relation to the Authority’s Whole of Government Accounts (WGA) return. This is
not a matter of concern and is not seen as a breach of deadlines.

Our
assessment
and work
undertaken:

We liaised with officers in preparation for our audit in order to understand the steps that the
Authority was taking in order to ensure it met the revised deadlines and the accounts and
supporting working papers were of the required quality. We confirmed that there was no
increased reliance on estimates as part of the closedown process. We confirmed that the
Authority published a complete set of draft financial statements on 31 May 2018. There were
difficulties in us being able to obtain required audit information from third parties but this is
not a reflection on the Authority’s arrangements.
As a result of this work we determined that the Authority had met the earlier financial
reporting requirement. We expect to issue the Audit Certificate at the date we give the audit
opinion, once we have confirmed the WGA return has been submitted.
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Section two: Financial Statements

Judgements
We have considered the level of prudence within key judgements in your 2017-18 financial
statements and accounting estimates. We have set out our view below across the following range of
judgements.
Level of p rudence
0

1

Audit
Difference

Cautious

2

3

4

Balanced

5

6

Optim istic

Audit
Difference

Accep tab le Range
Sub jective area

2017-18 2016-17 Commentary

Property, Plant and Equipm ent
(PPE) valuations
3

Valuations are consistent with inform ation provided by the
independent expert valuers. We have reviewed the arrangem ents
and discussed the approach with m anagers. The Authority has
not m ade any significant changes to its approach to asset lives or
its valuation arrangem ents.

3

There have been no significant changes in the approaches to
determ ining the estim ate. The Authority has again relied on an
independent expert actuarial valuation for its estim ates. We did
not identify any concerns regarding the Authority’s approach or
the assum ptions used. The reported balance, together with
assum ptions and disclosures for inflation, discount rate, salary
growth, life expectancy etc. are consistent with the report from
the external actuary.

3

3

The overall level of the provision for Business Rate Appeals at
£518k (£265k in 2016/17) is not m aterial. This includes around
£337k relating to 2017 Valuation. Currently there is no available
appeals inform ation from the Valuation Office Agency relating to
the 2017 Valuation. As a result the Authority, like m any councils,
has m ade a cautious judgem ent by regarding the 2017 valuation
as an obligating event and having a provision for what it regards
as the likely appeals arising. We have not identified any m aterial
m isstatem ent or further issues of concern for the Authority’s
attention.

3

3

There have been no significant changes in the approaches to
determ ining the estim ate. The change in the level of the provision
on the previous year is not m aterial.

3

Pensions Liability

3

Business Rates Provision

Debtors Im pairm ent Provision
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Section two: Financial Statements

Proposed opinion and audit differences
Subject to all outstanding queries being resolved to our satisfaction we anticipate issuing an
unqualified audit opinion on the Authority’s 2017-18 financial statements following approval of the
Statement of Accounts by the Audit and Risk Committee on 24 July 2018.
Audit differences
In accordance with ISA 260 we are required to report uncorrected audit differences to you. We also report
any material misstatements which have been corrected and which we believe should be communicated to
you to help you meet your governance responsibilities.
The final materiality (see Appendix 3) for this year’s audit was set at £1.3 million. Audit differences below
£60,000 are not considered significant.
We did not identify any material misstatements. There are no adjusted or unadjusted misstatements
identified during our audit that we are required to report to you.
We identified a small number of presentational adjustments required to ensure that the accounts are
compliant with the Code of Practice on Local Authority Accounting in the United Kingdom 2017-18 (‘the
Code’). These presentational adjustments were not significant and there are none that we are required to
bring to your attention in this report.
Annual governance statement
We have reviewed the Authority’s final 2017-18 Annual Governance Statement and confirmed that it is not
misleading and is consistent with other information we are aware of from our audit of the financial
statements.
Narrative report
We have reviewed the Authority’s 2017-18 narrative report and have confirmed that it is consistent with the
financial statements and our understanding of the Authority.
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Section two: Financial Statements

Completion
We confirm that we have complied with requirements on objectivity and independence in relation to
the audit of the Authority’s 2017-18 financial statements.
Before we can issue our opinion we require a signed management representation letter.
Once we have finalised our opinions and conclusions we will prepare our Annual Audit Letter and
close our audit.
Declaration of independence and objectivity
As part of the finalisation process we are required to provide you with representations concerning our
independence.
In relation to the audit of the financial statements of Rutland County Council for the year ending 31 March
2018, we confirm that there were no relationships between KPMG LLP and Rutland County Council, its
directors and senior management and its affiliates that we consider may reasonably be thought to bear on
the objectivity and independence of the audit engagement lead and audit staff. We also confirm that we have
complied with Ethical Standards and the Public Sector Audit Appointments Ltd requirements in relation to
independence and objectivity.
We have provided a detailed declaration in Appendix 5 in accordance with ISA 260.
Management representations
You are required to provide us with representations on specific matters such as your financial standing,
whether the transactions within the accounts are legal and unaffected by fraud. We have provided a
template to managers for presentation to the Audit and Risk Committee. We require a signed copy of your
management representations before we issue our audit opinion.
Other matters
ISA 260 requires us to communicate to you by exception ‘audit matters of governance interest that arise
from the audit of the financial statements’ which include:
— Significant difficulties encountered during the audit;
— Significant matters arising from the audit that were discussed, or subject to correspondence with
management;
— Other matters, if arising from the audit that, in the auditor's professional judgment, are significant to the
oversight of the financial reporting process; and
— Matters specifically required by other auditing standards to be communicated to those charged with
governance (e.g. significant deficiencies in internal control; issues relating to fraud, compliance with laws
and regulations, subsequent events, non disclosure, related party, public interest reporting,
questions/objections, opening balances etc.).
There are no others matters which we wish to draw to your attention in addition to those highlighted in this
report or our previous reports relating to the audit of the Authority’s 2017-18 financial statements.
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Section three

Value for Money
Arrangements
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Section three: Value for Money arrangements

Specific value for money risk areas
Our 2017-18 VFM conclusion considers whether the Authority had proper arrangements to ensure it
took properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people.
We have concluded that the Authority has made proper arrangements to ensure it took properlyinformed decisions and deployed resources to achieve planned and sustainable outcomes for
taxpayers and local people.
The Local Audit and Accountability Act 2014 requires auditors of local government bodies to be satisfied that
the authority ‘has made proper arrangements for securing economy, efficiency and effectiveness in its use
of resources’.
This is supported by the Code of Audit Practice, published by the NAO in April 2015, which requires auditors
to ‘take into account their knowledge of the relevant local sector as a whole, and the audited body
specifically, to identify any risks that, in the auditor’s judgement, have the potential to cause the auditor to
reach an inappropriate conclusion on the audited body’s arrangements.’
We follow a risk based approach to target audit effort on the areas of greatest audit risk.

1

Identification of
significant VFM risks
(if any)
VFM audit risk
assessment

2

Continually re-assess
potential VFM risks

Reassess risks throughout
the audit.
Assessment of work by
other review agencies

Financial
statements and
other audit work

Conclude on
arrangements
to secure VFM

Specific local risk-based
work
If no significant VFM audit risks identified:
No further work required subject to reassessment

Overall VFM criteria:
In all significant 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

3

VFM
conclusion

Working with
partners and
third parties

Informed
Decision
making

VFM
conclusion
based on

Sustainable
Resource
Deployment
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Section three: Value for Money arrangements

Specific value for money risk areas (cont.)
The table below summarises our assessment of the VFM risk identified against the three sub-criteria. This
directly feeds into the overall VFM criteria and our value for money opinion.
Ap p licability of VFM Risks to VFM sub -criteria
VFM Risk

Informed decision
making

Sustainab le
resource
dep loyment

Working with
p artner and third
p arties

Financial resilience

In consideration of the above, we have concluded that in 2017-18, the Authority has made proper
arrangements to ensure it took properly-informed decisions and deployed resources to achieve planned and
sustainable outcomes for taxpayers and local people.
Further details on the work done and our assessment are provided on the following pages.
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Section three: Value for Money arrangements

Specific value for money risk areas (cont.)
As communicated to you in our External Audit Plan 2017-18, and as updated throughout the audit,
we have identified one risk requiring specific audit attention and procedures to address the likelihood
that proper arrangements are not in place to deliver value for money.
We are satisfied that external or internal scrutiny provides sufficient assurance that the Authority’s
current arrangements in relation to these risk areas are adequate.
We have provided below a summary of the risk area identified, our work undertaken and the conclusions reached.
Financial Resilience
As a result of reductions in central government funding, and other pressures, the Authority continues to face similar
financial pressures and uncertainties to those experienced by others in the local government sector. The Authority
needs to have effective arrangements in place for managing its annual budget, generating income and identifying and
implementing any savings required to balance its medium term financial plan.
Our work undertaken and assessment
As part of our additional risk based work, we reviewed the arrangements the Authority has in place in these areas and
for ensuring its continuing financial resilience. We have considered the Authority’s arrangements for managing its
annual revenue and capital budgets, the 2017-18 outturn and the medium term financial plan.
The 2017-18 revenue budget was overspent by £169k. The Authority had forecast an overspend during the year but
the outturn, as a result of action taken by managers during the year, was an improvement on the £769k and £758k
deficits forecast at Q2 and Q3 respectively. The largest variances during the year reflected the significant cost
pressures experienced in adoption and fostering, waste management and children’s social care. These difficulties
were similar to those faced by other authorities in these areas. The outturn includes the setting aside of specific
service underspends (for example an adult social care underspend of £315k) into earmarked reserves to meet future
pressures. The 2017-18 capital budget outturn report to the Cabinet does not flag any significant concerns relating to
the progress of the planned work or the forecast level of expenditure against the approved budget.
In February 2018, the Council approved the 2018-19 Budget and Medium Term Financial Plan (MTFP) to 2022-23. The
Authority has set a balanced budget for 2018-19. The budget included the required S.151 Officer assurances relating to
the robustness of the budget and the adequacy of the level of reserves, but acknowledged the continuing risks around
the delivery and timing of savings initiatives and the need to address the budget shortfall in future years. The 2018-19
budget again reflects a mixed approach to addressing the cost pressures identified. The 2018-19 budget includes
savings of nearly £1.3m, made up of revenue savings (£0.8m), reductions in capital financing charges (£0.3m) and
additional council tax (0.2m). The savings have been assessed as not to have a significant impact on front line services.
The MTFP provides the framework for financial planning and resource allocation and supports the existing Corporate
Plan and other strategic documents. The full MTFS covers the remaining period covered by the current four year
funding settlement (up to 2019-20) and other assumed resources and budget pressures up to 2022-23. The MTFS
identifies the continuing reliance on General Reserves (without breaching its agreed minimum level) to balance its
annual position during its period.

Use of General Fund Balances

2018-19
£000s

2019-20
£000s

2020-21
£000s

2021-22
£000s

2022-23
£000s

80

584

1,449

1,297

1,158

The Authority has acknowledged the importance of it identifying sufficient savings and opportunities to generate
income to bridge the forecast gap in the MTFP and maintain reserves at planned levels and intends to closely monitor
the position. The risks highlighted in the budget are consistent with those faced by others in the sector, particularly in
relation to the demands on children’s services and adult care services, and the medium term outlook remains
challenging. We are satisfied though that there were adequate arrangements in place at 31 March 2018 and there are
no significant matters relating to this risk area which prevent us from giving an unqualified VFM conclusion.
© 2018 KPMG LLP, a UK limited liability partnership and a member firm of
the KPMG network of independent member firms affiliated with
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Ap pendix 1:

Follow-up of prior year recommendations
The Authority has implemented the recommendation raised through our previous audit work.

This appendix summarises the progress made to implement the recommendation identified in our ISA 260 Report
2016/17.
Numb er of recommendations that were
Included in the original report

1

Im plem ented in year or superseded

1

Outstanding at the tim e of our interim audit

nil

Priority Rating for Recommendations

1

Priority One: Issues that
are fundam ental and
m aterial to your system of
internal control. We believe
that these issues m ight
m ean that you do not m eet
a system objective or
reduce (m itigate) a risk.

Priority Two: Issues that
have an im portant effect on
internal controls but do not
need im m ediate action. You
m ay still m eet a system
objective in full or in part or
reduce (m itigate) a risk
adequately but the
weakness rem ains in the
system .

2

No. Risk Issue & Recommendation

Management Resp onse

The Council has already started
developing its closure tim etable for
2017/18 and will incorporate the
The draft financial statem ents were prepared by
recom m endations into the tim etable.
31 May 2017, although not published until the
The Finance Team have scheduled a
following m onth. The Authority is in a relatively
lessons learnt exercise to develop the
good position to m eet the 31 May 2018 deadline
accounts and review which
for the publication of the 2017-18 draft financial
statem ents can be prepared in
statem ents. Nevertheless it needs to continue to advance of the year end. Any
ensure its arrangem ents are effective. The audit
proposals that m aterially change the
opinion deadline has also been brought forward to presentation or content of the
31 July 2018 m eaning that there will be m uch less accounts will be discussed with
tim e for the accountancy team to respond to and KPMG as they arise.
process any audit queries or changes to the draft
financial statem ents. There was a relatively sm all
num ber of audit queries this year and
presentational errors in the 2016-17 draft financial
statem ents identified during our audit, and these
are to be corrected by m anagem ent.
Production of 2017/18 draft accounts and
external audit

1

3

3

Priority Three: Issues that
would, if corrected, im prove
the internal control in
general but are not vital to
the overall system . These
are generally issues of best
practice that we feel would
benefit you if you introduced
them .

Status as at July 2018
We confirm ed that the
Authority published a
com plete set of draft
financial statem ents on
31 May 2018. T he
Authority has m et the
earlier financial reporting
requirem ent.

Recommendation
The accountancy team should critically review its
closedown arrangem ents and the form at and likely
content of the Statem ent of Accounts before the
2017/18 year-end and discuss its proposals with
KPMG before the statem ents are produced.
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Ap pendix 1:

Audit differences
We are required by ISA 260 to report all uncorrected misstatements, other than those that we believe are
clearly trivial, to those charged with governance.
We are also required to report all material misstatements that have been corrected but that we believe
should be communicated to you to assist you in fulfilling your governance responsibilities.
Adjusted Audit Differences
There are no adjusted audit differences that we are required to report to you. During our audit a small number of
amendments were identified as required to the supporting notes to the 2017-18 draft financial statements, to
correct errors or to comply with the Code requirements. We understand the Finance team is to amend the
statements for this matters and to update the Audit and Risk Committee on the changes made. We will review
these amendments as part of our closing procedures and checks on the final set of the financial statements.
Unadjusted audit differences
There are no uncorrected audit differences above our reporting threshold (£65k) identified by our audit of the
Authority’s financial statements that we are required to report to you.
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Ap pendix 3 :

Materiality
The assessment of what is material is a matter of professional judgment and includes consideration
of three aspects: materiality by value, nature and context.
Material errors by value are those which are simply of significant numerical size to distort the reader’s
perception of the financial statements. Our assessment of the threshold for this depends upon the size of
key figures in the financial statements, as well as other factors such as the level of public interest in the
financial statements.
Errors which are material by nature may not be large in value, but may concern accounting disclosures of key
importance and sensitivity, for example the salaries of senior staff.
Errors that are material by context are those that would alter key figures in the financial statements from one
result to another – for example, errors that change successful performance against a target to failure.
We updated materiality, reflecting the final reported position for the year, from the planning materiality
reported in our External Audit Plan 2017-18, presented to you in May 2018.
Materiality for the Authority’s accounts was set at £1.3 million (unchanged from our External Audit Plan
2017-18) which equates to around 2% of gross expenditure. We design our procedures to detect errors in
specific accounts at a lower level of precision.
Reporting to the Audit and Risk Committee
Whilst our audit procedures are designed to identify misstatements which are material to our opinion on the
financial statements as a whole, we nevertheless report to the Audit and Risk Committee any
misstatements of lesser amounts to the extent that these are identified by our audit work.
Under ISA 260, we are obliged to report omissions or misstatements other than those which are ‘clearly
trivial’ to those charged with governance. ISA 260 defines ‘clearly trivial’ as matters that are clearly
inconsequential, whether taken individually or in aggregate and whether judged by any quantitative or
qualitative criteria.
ISA 450 requires us to request that uncorrected misstatements are corrected.
In the context of the Authority, an individual difference is considered to be clearly trivial if it is less than
£65,000 for the Authority.
Where management have corrected material misstatements identified during the course of the audit, we will
consider whether those corrections should be communicated to the Audit and Risk Committee to assist it in
fulfilling its governance responsibilities.
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Ap pendix 4:

Required communications with the Audit and
Risk Committee
We have provided below at-a-glance summary of the information we are required to report to you in
writing by International Auditing Standards

Required Communication

Commentary

Our draft m anagem ent
representation letter

We have not requested any specific representations in addition to those areas
norm ally covered by our standard representation letter for the year ended 31
March 2018.

Adjusted audit differences

There are no adjusted audit differences that we are required to report.

Unadjusted audit differences

There are no unadjusted audit differences reported.

Related parties

There were no significant m atters that arose during the audit in connection with
the entity's related parties.

Other m atters warranting
attention by the Audit and Risk
Com m ittee

There were no m atters to report arising from the audit that, in our professional
judgm ent, are significant to the oversight of the financial reporting process.

Control deficiencies

We have set out our assessm ent of the Authority’s internal control environm ent,
including any control deficiencies in Section one of this report.

Actual or suspected fraud,
noncom pliance with laws or
regulations or illegal acts

We identified no actual or suspected fraud involving the Authority’s Mem ber or
officers with significant roles in internal control, or where the fraud resulted in a
m aterial m isstatem ent in the financial statem ents.

Significant difficulties

No significant difficulties were encountered during the audit.

Modifications to auditor’s report

We will need to withhold the audit certificate if the WGA return is not com pleted
at the tim e of giving the audit opinion

Disagreem ents with
m anagem ent or scope lim itations

The engagem ent team had no disagreem ents with m anagem ent and no scope
lim itations were im posed by m anagem ent during the audit.

Other inform ation

No m aterial inconsistencies were identified related to other inform ation in the
Narrative Report or Annual Governance Statem ent.
These reports were found to be fair, balanced and com prehensive, and com pliant
with applicable requirem ents.

Our declaration of independence
and any breaches of
independence

No m atters to report.
The engagem ent team and others in the firm have com plied with relevant ethical
requirem ents regarding independence.
See Appendix 5 for further details.

Accounting practices

Over the course of our audit, we have evaluated the appropriateness of the
Authority‘s accounting policies, accounting estim ates and financial statem ent
disclosures. In general, we believe these are appropriate.
We have set out our view of the assum ptions used in valuing pension assets and
liabilities and other accounting assum ptions at page 11.

Significant m atters discussed or
subject to correspondence with
m anagem ent

There were no significant m atters arising from the audit which were discussed, or
subject to correspondence, with m anagem ent
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Ap pendix 5:

Declaration of independence
ASSESSMENT OF OUR OBJECTIVITY AND INDEPENDENCE AS AUDITOR OF RUTLAND COUNTY
COUNCIL
Professional ethical standards require us to provide to you at the conclusion of the audit a written disclosure
of relationships (including the provision of non-audit services) that bear on KPMG LLP’s objectivity and
independence, the threats to KPMG LLP’s independence that these create, any safeguards that have been
put in place and why they address such threats, together with any other information necessary to enable
KPMG LLP’s objectivity and independence to be assessed.
In considering issues of independence and objectivity we consider relevant professional, regulatory and legal
requirements and guidance, including the provisions of the Code of Audit Practice, the provisions of Public
Sector Audit Appointments Limited’s (‘PSAA’s’) Terms of Appointment relating to independence, the
requirements of the FRC Ethical Standard and the requirements of Auditor Guidance Note 1 - General
Guidance Supporting Local Audit (AGN01) issued by the National Audit Office (‘NAO’) on behalf of the
Comptroller and Auditor General.
This Statement is intended to comply with this requirement and facilitate a subsequent discussion with you
on audit independence and addresses:
— General procedures to safeguard independence and objectivity;
— Independence and objectivity considerations relating to the provision of non-audit services; and
— Independence and objectivity considerations relating to other matters.
General procedures to safeguard independence and objectivity
KPMG LLP is committed to being and being seen to be independent. As part of our ethics and
independence policies, all KPMG LLP partners, Audit Directors and staff annually confirm their compliance
with our ethics and independence policies and procedures. Our ethics and independence policies and
procedures are fully consistent with the requirements of the FRC Ethical Standard. As a result we have
underlying safeguards in place to maintain independence through:
— Instilling professional values
— Communications
— Internal accountability
— Risk management
— Independent reviews.
The conclusion of the audit engagement leader as to our compliance with the FRC Ethical Standard in
relation to this audit engagement and that the safeguards we have applied are appropriate and adequate is
subject to review by an engagement quality control reviewer, who is a partner not otherwise involved in your
affairs.
We are satisfied that our general procedures support our independence and objectivity.
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Ap pendix 5:

Declaration of independence (cont.)
Independence and objectivity considerations relating to the provision of non-audit services
Sum mary of fees
We have considered the fees charged by us to the authority for professional services provided by us during
the reporting period. We have detailed the fees charged by us to the authority for significant professional
services provided by us during the reporting period in Appendix 6, as well as the amounts of any future
services which have been contracted or where a written proposal has been submitted. Total fees charged by
us for the period ended 31 March 2018 can be analysed as follows:
2017-18
£

2016-17
£

Audit of the Authority

65,481

65,481

Total audit services

65,481

65,481

Audit related assurance services

3,500

2,500

Total Non Audit Services

3,500

2,500

Mandatory assurance services

5,385

4,850

Total Mandatory Assurance Services

5,385

4,850

We are required by AGN 01 to limit the proportion of fees charged for non-audit services (excluding
mandatory assurance services) to 70% of the total fee for all audit work carried out in respect of the
Authority under the Code of Audit Practice for the year. The non-audit fees were 5.3% of the total fee. We
do not consider that the total of non-audit fees creates a self-interest threat since the absolute level of fees
is not significant to our firm as a whole.
Facts and matters related to the provision of non-audit services and the safeguards put in place that bear
upon our independence and objectivity, are set out in the table below.

Descrip tion of
scop e of services

Princip al threats to indep endence and
Safeguards ap p lied

Basis of fee

Value of services Value of services
delivered in the
committed b ut
not yet delivered
year ended 31
£
March 2018
£

Audit-related assurance services
Grant Certification – The nature of these audit-related services Fixed Fee
Teachers Pension
is to provide independent assurance on
Return
each of these returns. As such we do not
consider them to create any
independence threats.

3,500

nil

4,850

5,835

Mandatory assurance services
Grant Certification – The nature of this m andatory assurance
Housing Benefit
service is to provide independent
Subsidy Return
assurance on each of the returns. As
such we do not consider it to create any
independence threats.

Fixed Fee
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Ap pendix 5:

Declaration of independence (cont.)
Independence and objectivity considerations relating to other matters
There are no other matters that, in our professional judgment, bear on our independence which need to be
disclosed to the Audit and Risk Committee.
Confirmation of audit independence
We confirm that as of the date of this report, in our professional judgment, KPMG LLP is independent within
the meaning of regulatory and professional requirements and the objectivity of the Audit Director and audit
staff is not impaired.
This report is intended solely for the information of the Audit and Risk Committee of the authority and should
not be used for any other purposes.
We would be very happy to discuss the matters identified above (or any other matters relating to our
objectivity and independence) should you wish to do so.

KPMG LLP
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Ap pendix 6:

Audit fees
As communicated to you in our Audit Fee Letter 2017-18, our scale fee for the audit is £65,481 plus VAT. The
PSAA scale fee for 2016/17 was £65,481.
Our work on the certification of the Authority’s 2017/18 Housing Benefit Subsidy return is in progress and is
expected to be completed by the 30 November 2018 deadline.
Comp onent of the audit

2017-18 Planned Fee
£

2016-17 Actual Fee
£

Accounts op inion and value for money work
PSAA Scale fee ([Rutland County Council)

65,481

65,481

Total audit services

65,481

55,481

Housing Benefits Certification

5,385

4,850

Total mandatory assurance services

5,385

4,850

Teachers Pension Return

3,500

2,500

Total audit-related assurance services

3,500

2,500

Grand total fees for the Authority

74,366

72,831

Mandatory assurance services

Audit-related assurance services

All fees quoted are exclusive of VAT.
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The key contacts in relation to our audit are:
Tony Crawley
Director

Mike Norman
Manager

T: 0116 256 6 067
E: tony.crawley@ kpmg.co.uk

T: 0115 93 5 3 554
E: michael.norman@ kpmg.co.uk

David Schofield
Assistant Manager
T: 0116 256 6 074
E: rowen.pillaikpmg.co.uk

kpmg.com/uk

This report is addressed to the Authority and has been prepared for the sole use of the Authority. We
take no responsibility to any m em ber of staff acting in their individual capacities, or to third parties. We
draw your attention to the Statem ent of Responsibilities of auditors and audited bodies, which is
available on Public Sector Audit Appointm ent’s website (www.psaa.co.uk).
External auditors do not act as a substitute for the audited body’s own responsibility for putting in place
proper arrangem ents to ensure that public business is conducted in accordance with the law and
proper standards, and that public m oney is safeguarded and properly accounted for, and used
econom ically, efficiently and effectively.
We are com m itted to providing you with a high quality service. If you have any concerns or are
dissatisfied with any part of KPMG’s work, in the first instance you should contact Tony Crawley, the
engagem ent lead to the Authority, who will try to resolve your com plaint. If you are dissatisfied with
your response please contact the national lead partner for all of KPMG’s work under our contract with
Public Sector Audit Appointm ents Lim ited, Andrew Sayers, by em ail to Andrew.Sayers@ kpm g.co.uk.
After this, if you are still dissatisfied with how your com plaint has been handled you can access PSAA’s
com plaints procedure by em ailing generalenquiries@ psaa.co.uk by telephoning 020 7072 7445 or by
writing to Public Sector Audit Appointm ents Lim ited, 3rd Floor, Local Governm ent House, Sm ith
Square, London, SW1P 3HZ.
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