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Public Sector Audit Appointments Ltd (PSAA) have issued a ‘‘Statement of responsibilities of auditors and audited bodies”. It is available from the Chief Executive of each audited
body and via the PSAA website (www.psaa.co.uk)
The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different responsibilities of
auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas.
The “Terms of Appointment (updated 23 February 2017)” issued by PSAA sets out additional requirements that auditors must comply with, over and above those set out in the
National Audit Office Code of Audit Practice (the Code) and statute, and covers matters of practice and procedure which are of a recurring nature.
This Annual Audit Letter is prepared in the context of the Statement of responsibilities. It is addressed to the Members of the audited body, and is prepared for their sole use. We, as
appointed auditor, take no responsibility to any third party.
Our Complaints Procedure – If at any time you would like to discuss with us how our service to you could be improved, or if you are dissatisfied with the service you are receiving, you
may take the issue up with your usual partner or director contact. If you prefer an alternative route, please contact Steve Varley, our Managing Partner, 1 More London Place, London
SE1 2AF. We undertake to look into any complaint carefully and promptly and to do all we can to explain the position to you. Should you remain dissatisfied with any aspect of our
service, you may of course take matters up with our professional institute. We can provide further information on how you may contact our professional institute.
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Executive Summary
We are required to issue an Annual Audit Letter to London Legacy Development Corporation following completion of our audit procedures for the
year ended 31 March 2017.
Below are the results and conclusions on the significant areas of the audit process.
Area of Work

Conclusion

Opinion on the Corporation and Group’s:
Financial statements

Unqualified – the financial statements give a true and fair view of the financial position of the
Corporation as at 31 March 2017 and of its expenditure and income for the year then ended

Consistency of other information published
with the financial statements

Other information published with the financial statements was consistent with the Annual
Accounts.

Concluding on the Corporation’s arrangements
for securing economy, efficiency and
effectiveness

We have considered your arrangements to take informed decisions; deploy resources in a
sustainable manner; and work with partners and other third parties. In our Audit Plan we
identified the following significant risks:

►
►




The Corporation’s governance of E20 Stadium LLP
Governance of the Cultural and Education District Project

We have considered the above areas and have no matters to report.
During the year, we revisited our risk assessment to take into account developments during
the period of the audit. As a result, we identified a risk in relation to the deployment of
resources in a sustainable manner. The risk relates to the funding of the Corporation’s
financial obligations in relation to the operation of the London Stadium, and the level of
uncertainty regarding the range of future funding the Corporation needs to provide for the
operation of the Stadium. We note that the Mayor of London has announced an investigation
into the finances of the Stadium, which at the time of this report, is still ongoing.
We have considered the arrangements the Corporation has had in place during 2016/17 to
manage this risk and have concluded that, in the light of confirmation from the Greater
London Authority (GLA) of their commitment to continue to provide appropriate financial
support to the Corporation, arrangements are adequate.
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Area of Work

Conclusion

Reports by exception:
►

Consistency of Governance Statement

The Governance Statement was consistent with our understanding of the Corporation.

►

Public interest report

We had no matters to report in the public interest.

Written recommendations to the Corporation,
which should be copied to the Secretary of
State

We had no matters to report.

Other actions taken in relation to our
responsibilities under the Local Audit and
Accountability Act 2014

We had no matters to report.

►

►

Area of Work

Conclusion

Reporting to the National Audit Office (NAO) on
our review of the Corporation’s Whole of
Government Accounts return (WGA).

We had no matters to report

As a result of the above we have also:
Area of Work

Conclusion

Issued a report to those charged with
governance of the Corporation communicating
significant findings resulting from our audit.

Our Audit Results Report was presented to the Audit Committee on 14 July 2017

Issued a certificate that we have completed the
audit in accordance with the requirements of the
Local Audit and Accountability Act 2014 and the
National Audit Office’s 2015 Code of Audit
Practice.

Our certificate was issued on 28 July 2017
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We would like to take this opportunity to thank the Corporation staff for their assistance during the course of our work.

Debbie Hanson
Associate Partner
For and on behalf of Ernst & Young LLP
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Purpose
The Purpose of this Letter
The purpose of this Annual Audit Letter is to communicate to the Corporation and external stakeholders, including members of the public, the key
issues arising from our work, which we consider should be brought to the attention of the Corporation.
We have already reported the detailed findings from our audit work in our 2016/17 Audit Results Report to the 14 July 2017 Audit Committee,
representing those charged with governance. We do not repeat those detailed findings in this letter. The matters reported here are the most
significant for the Corporation.
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Responsibilities
Responsibilities of the Appointed Auditor
Our 2016/17 audit work has been undertaken in accordance with the Audit Plan that we issued on 13 March 2017 and is conducted in accordance
with the National Audit Office's 2015 Code of Audit Practice, International Standards on Auditing (UK and Ireland), and other guidance issued by
the National Audit Office.
As auditors we are responsible for:
►

Expressing an opinion:
►

On the 2016/17 financial statements; and

►

On the consistency of other information published with the financial statements.

►

Forming a conclusion on the arrangements the Corporation has to secure economy, efficiency and effectiveness in its use of resources.

►

Reporting by exception:
►

If the annual governance statement is misleading or not consistent with our understanding of the Corporation;

►

Any significant matters that are in the public interest;

►

Any written recommendations to the Corporation, which should be copied to the Secretary of State; and

►

If we have discharged our duties and responsibilities as established by thy Local Audit and Accountability Act 2014 and Code of Audit
Practice.

Alongside our work on the financial statements, we also review and report to the National Audit Office (NAO) on your Whole of Government
Accounts return. The extent of our review and the nature of our report are specified by the NAO.
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Responsibilities of the Corporation
The Corporation is responsible for preparing and publishing its statement of accounts accompanied by an Annual Governance Statement (AGS). In
the AGS, the Corporation reports publicly each year on how far it complies with its own code of governance, including how it has monitored and
evaluated the effectiveness of its governance arrangements in year, and any changes planned in the coming period.
The Corporation is also responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness in its use of
resources.
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Financial Statement Audit
Key Issues
The Corporation’s Statement of Accounts is an important tool for the Corporation to show how it has used public money and how it can
demonstrate its financial management and financial health.
We audited the Corporation’s Statement of Accounts in line with the National Audit Office’s 2015 Code of Audit Practice, International Standards
on Auditing (UK and Ireland), and other guidance issued by the National Audit Office and issued an unqualified audit report on 28 July 2017.
Our detailed findings were reported to the 14 July 2017 Audit Committee.
The key issues identified as part of our audit were as follows:
Significant Risk

Conclusion

Management override of controls
A risk present on all audits is that management is in a
unique position to perpetrate fraud because of its ability
to manipulate accounting records directly or indirectly,
and prepare fraudulent financial statements by overriding
controls that otherwise appear to be operating
effectively.
Auditing standards require us to respond to this risk by
testing the appropriateness of journals, testing
accounting estimates for possible management bias and
obtaining an understanding of the business rationale for
any significant unusual transactions.

We analysed the Corporation’s journals using criteria we set to identify any unusual
journal types or amounts. We then tested journals that met our criteria and ensured
that they were raised appropriately. Our testing did not identify adjustments which
were outside of the normal course of business. All journals tested had an appropriate
business rationale.
The most significant accounting estimates in the financial statements relate to the
net pension liability and property valuations. We challenged the significant movement
in the actuarial valuation and found no indication of management bias in these
estimates. Our work on the property valuations also showed no indication of
management bias.
Our audit work did not identify any material issues or unusual transactions to indicate
any misreporting of the Corporation’s financial position

Revenue and expenditure recognition
Auditing standards also required us to presume that there
is a risk that revenue and expenditure may be misstated
due to improper recognition or manipulation.

To address this risk we considered the nature of income and expenditure recognised
by London Legacy Development Corporation:
We noted that the material income streams were grant income and income in relation
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We respond to this risk by reviewing and testing material
revenue and expenditure streams and revenue cut-off at
the year end.
The potential for the incorrect classification of capital
spend as revenue is a particular area where there is a risk
of management override at LLDC due to the nature of
GLA funding arrangements which requires LLDC to repay
capital loans.

to investment property. We do not consider the risk of revenue recognition to apply
to grant income, since it is easily verifiable and therefore the opportunity to
manipulate its recognition is limited. We therefore focused our testing on income in
relation to investment property. We applied a higher level of testing to this income
stream and also tested cut-off. We identified no material issues.
We also considered the potential for manipulation of expenditure recognition. For
London Legacy Development Corporation we consider that the risk is that capital
expenditure may be understated and revenue expenditure overstated, since revenue
funding from the Greater London Authority is not repayable.
Our testing of revenue expenditure provided assurance that it was revenue in nature,
with no material issues noted.

Property valuations
The unique and material nature of the Corporation’s noncurrent assets and the basis on which they are valued
means that small changes in assumptions when valuing
these assets can have a material impact on the financial
statements.

We have assessed the property balance and noted that the material element of
property plant and equipment is carried at cost rather than valuation. We have
therefore focused our work on the Investment Property balance.
We have confirmed that the valuers are members of RICS and registered valuers.
We reviewed the instructions provided to the valuer against the requirements of the
Code of Accounting Practice for Local Government and found no issues.
We have engaged our internal expert to assess the appropriateness of the
methodology applied by the valuer, particularly in relation to the Queen Elizabeth
Olympic Park valuation which accounts for 70 per cent of the Investment Property
balance. This work has confirmed that the movement is reasonable.
We have confirmed that the information provided by the valuer as the management’s
expert has been appropriately reflected in the financial statements.
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Accounting for the Cultural and Education District
The Cultural and Education District Project being undertaken
by the Corporation has a highly significant funding
requirement and a number of complex agreements with a
number of different cultural and educational organisations.
The Corporation has incurred material expenditure on this
project in 2015/16 and 2016/17. The accounting treatment
of these costs therefore needs to be considered.

Management has estimated the level of costs incurred in relation to the Cultural and
Education District project that have had to be written off due to changes in planning
guidance and assumptions affecting the project. The changes relate specifically to
the Stratford Waterfront element of the project; University College London (UCL)
East is unaffected by the changes. Consideration of the adjusted costs has therefore
been limited to those incurred in relation to Stratford Waterfront.
Total project costs incurred to date can be divided as:
• Stratford Waterfront (circa £29 million)
• UCL East (circa £3 million)
The majority of costs written-off in 2016/17 relate to design works incurred in
relation to Stratford Waterfront. Management’s assessment of these costs is based
on the difference the original cost estimate for design works to this stage of the
project and the revised cost estimate. This assumes that some of the work
undertaken to date on the original scheme has continuing benefit for the re-scoped
scheme, and a comparative level of complexity between the two designs.
Based on our discussions with management, and our review of evidence from
management’s contractor, these assumptions are not unreasonable.
We have also considered alternative methods of calculation of the estimate. A full
analysis of costs to determine the element that was required to be written off may
have been possible, however, this would have involved a disproportionate amount of
work, and a level of estimation uncertainty would still have remained. We are
therefore satisfied that the method applied is reasonable.

(UCL)LLDC Group: Share of E20 Stadium LLP Loss in
LLDC
E20 Stadium LLP is a limited liability partnership between the
London Legacy Development Corporation (LLDC) and the
London Borough of Newham’s subsidiary Newham Legacy
Investment (NLI).

The majority of the loss in E20 Stadium LLP is driven by the provision recognised this
year, which reflects the onerous nature of two of the three significant contracts
which E20 LLP is party to.
We have undertaken the following procedures in relation to this significant estimate:
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The objective of the LLP was to transform and then operate
the London Stadium. During 2016/17 the transformation
works were completed, and the business of the LLP is now
operation.
The stadium is valued based on fair value, which was
determined by considering the level of income that the
Stadium can generate in excess of operating expenditure.
The value of the stadium has been impaired to nil and a £200
million provision has been recognised in relation to the cost of
fulfilling the West Ham United Football Club and UK Athletics
agreements, as currently understood.

Other Key Findings
Presentation of expenditure and funding analysis
statement, and restatement of CIES and MiRS
New CIPFA reporting requirements impact the
Comprehensive Income and Expenditure Statement
(CIES) and Movement in Reserves Statement
(MiRS), and include the introduction of the new
‘Expenditure and Funding Analysis’ note as a result
of the ‘Telling the Story’ review of the presentation
of local authority financial statements.

• Assessed the methodology used for calculating the onerous contract provision.
• Assessed the possible upsides and downsides in the forecast, as well as the known
changes that have occurred since the forecast was produced.
• Audited the sensitivity analysis performed by E20 Stadium LLP management on the
valuation.
We note that the provision is highly dependent on future actions and business plans.
However we believe the onerous contract provision of £200 million is a reasonable
estimate of future losses without substantial changes to the business plan. We have
assessed the level of estimation uncertainty in the context of our materiality level
and the estimate itself and concluded that the estimate is reasonable.
The Corporation enhanced their disclosure concerning the estimation uncertainty
that is inherent in the consolidated loss in E20 Stadium LLP as a result of the
judgements made concerning this calculation.

Conclusion
We Reviewed the Expenditure and Funding Analysis, CIES, MIRS and new notes to ensure disclosures
are in line with the Code and confirmed that the service analysis is based on the organisational
structure under which the Corporation operates and shows the Corporation’s segmental analysis.

Accounting for Deferred Taxation
As a Mayoral Development Corporation established
under the Localism Act 2011, LLDC is liable for
corporation tax. As a result of this, a deferred tax

The Corporation, jointly with the GLA, sought an amendment to the Local Government Capital
Finance Regulations from the Department of Communities and Local Government. As a result, a new
Statutory Instrument was laid before Parliament in April 2017 and came into force on 1 May 2017,
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liability of £58.5 million was recognised in the
2015/16 financial statements. This arose from the
increase in value of LLDC’s investment properties
and the tax liability that will arise when those
investment assets are sold. At the time that this
liability was recognised, no statutory override was in
place in relation to accounting for a deferred tax
charge. The cost of creating the provision was
therefore charged to the general fund, resulting in
negative usable reserves.

which amends the capital finance regulations to allow these costs to be funded from capital
resources. The amendment to the regulations is applicable from 1 April 2016 onwards. The
treatment of the deferred tax liability in the 2016/17 accounts has therefore been updated to reflect
this change.

Our application of materiality
When establishing our overall audit strategy, we determined a magnitude of uncorrected misstatements that we judged would be material for the
financial statements as a whole.
Item

Thresholds applied

Planning materiality

We planned our procedures using a materiality of £2.4 million for the Corporation, and £3.4
million for the Group. We reassessed this using the actual year-end figures and have increased
this amount to £4.4 million for the corporation and £4.6 million for the Group.
We consider gross expenditure to be one of the principal considerations for stakeholders in
assessing the financial performance of the Corporation.

Reporting threshold

The threshold for reporting audit differences has increased from £121,000 to £222,000.

We also identified the following areas where misstatement at a level lower than our overall materiality level might influence the reader. For these
areas we developed an audit strategy specific to these areas. The areas identified and audit strategy applied include:
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•

Remuneration disclosures including any severance payments, exit packages and termination benefits: We tested remuneration disclosures using audit

analytics, which analysed a full download of your payroll data. We agreed exit packages to supporting evidence, including termination
agreements where relevant.
•

Related party transactions. Related party transactions: We have reviewed declarations of interest forms and checked for transactions with known

related parties. We have also tested completeness of these declarations using Companies House and our knowledge of the Corporation.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and in light of other relevant
qualitative considerations.
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Value for Money
We are required to consider whether the Corporation has put in place ‘proper arrangements’ to secure economy, efficiency and effectiveness on its
use of resources. This is known as our value for money conclusion.
Proper arrangements are defined by statutory guidance issued by the National Audit Office. They comprise your arrangements to:




Take informed decisions;
Deploy resources in a sustainable manner; and
Work with partners and other third parties.

Informed
decision making

Proper arrangements for
securing value for money

Sustainable
resource
deployment

Working with
partners and
third parties
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Our initial risk assessment identified two significant risks in relation to these arrangements. We subsequently identified a further risk in relation to
the Corporation’s future financial plans. The tables below present the findings of our work in response to the risks identified and any other
significant weaknesses or issues to bring to your attention.
We have performed the procedures outlined in our audit plan. We did not identify any significant weaknesses in the Corporation’s arrangements
Corporation to ensure it took properly informed decisions and deployed resources to achieve planned and sustainable outcomes for taxpayers and
local people. We therefore issued an unqualified value for money conclusion on 28 July 2017.
Significant Risk

Conclusion

Governance of the Cultural and Education District
The Cultural and Education District Project is a
multi-party project, delivery of which is being led by
the Corporation.
The project is the most significant project which the
LLDC has undertaken to date in scale. Its main
objective is the continued development of the
Queen Elizabeth Olympic Park and the securing of
the Olympic legacy through creating a new
educational and cultural quarter, which will attract
visitors and enhance opportunity for local people.
The project is across two sites – Stratford
Waterfront and the UCL East campus in the south of
the Queen Elizabeth Olympic Park.
The project has a highly significant funding
requirement and a number of complex agreements
with both Cultural and educational organisations.
The majority of total funding is being provided by
third parties, including the Government, residential
development, philanthropic funding and from the
educational and cultural bodies involved in the
project.

A number of partners are involved with the Cultural and Education District:
• London Legacy Development Corporation
• Greater London Authority
• Her Majesty’s Government
• Sadler’s Wells
• University of the Arts London
• University College London
• Victoria & Albert Museum
• Smithsonian Institution
• Foundation for FutureLondon
A Cultural and Education District Board has been established to provide, strategic direction and
oversight of the Cultural and Education District development on Queen Elizabeth Olympic Park which
involves representatives from each of the partners. It is supported by a Programme Board. The
Cultural and Education District Board was chaired by the LLDC Chair, until his resignation in
November 2016; the Programme Board is chaired by the LLDC Chief Executive. There is therefore
evidence of appropriate governance and partner engagement.
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The Corporation’s governance of E20 Stadium
LLP
E20 Stadium LLP is a limited liability partnership
between the London Legacy Development
Corporation (LLDC) and the London Borough of
Newham’s subsidiary Newham Legacy Investment
(NLI).
In 2016/17, the LLP completed its transformation
of the stadium and commenced operations. LLP
management has identified that a greater level of
working capital injections will be required from the
Members to support the partnership than originally
envisaged.
The Corporation is therefore exposed to both
financial and reputation risk from the operation of
the LLP. This has become more critical during
2016/17 when the stadium became fully
operational.
We note that the Mayor of London has announced
an investigation into the finances of the Stadium,
which at the time of this report, is still ongoing.

London Legacy Development Corporation board members are also represented on the board of E20
Stadium LLP. During 2016/17 there was discussion at LLDC Board level of increasing costs being
incurred by the LLP.
During 2016/17, the London Stadium’s first full year of operation, it became apparent that a number
of income and cost assumptions included in E20 Stadium LLP’s forecasts were unlikely to be realised:
These included:


A naming rights deal, assumed in the LLP’s business plan based on advanced contractual
negotiations, feel through and despite further interest and negotiations with a second party,
a deal has not been concluded.



The cost of the solution for moving seating in order to comply with the West Ham and UK
Athletics contracts was found to be to be significantly higher than originally forecast.



The financial return from the Stadium operator fell short of expectations.

These changes have been reflected in E20 Stadium LLP’s latest draft financial plan, which was
produced in March 2017.
In its role as a Member of E20, the Corporation has worked proactively with its partner (NLI) to review
options for the future of the business, and to minimise costs being incurred by the LLP.
Overall, our conclusion is that arrangements in place during the year in relation to the Corporation’s
governance of the LLP as a key partner were appropriate.

The Corporation’s future financial plans
During the year, we have revisited our value for
money risk assessment to take into account any
relevant developments during the period of the
audit.

The commencement of stadium operations along with other developments during the year, have
made it clear that the LLP’s contractual expenditure exceeds contractual income. E20 LLP is
therefore reliant on the Members (NLI and LLDC) for funding to continue operations.
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As a result, we have identified an additional risk in
relation to the funding of the Corporation’s future
financial plans which was not previously referred to
in our Audit Plan.
The impact of the Corporation’s financial obligations
in relation to the Stadium, as noted above, along
with changes to the Corporation’s development
plans, in particular, the reduction in housing as a
result of the Cultural and Education District
redesign.
We have identified the level of uncertainty regarding
the level of potential future funding the Corporation
may need to meet its financial obligations
represents a significant risk. In response, we have
assessed how the Corporation has responded to this
risk.

While some provision for ongoing subsidy of the Stadium operations was included in the
Corporation’s agreed and approved budget with the GLA, the Corporation continues to liaise with the
GLA on the extent of support required for the E20 partnership.
The Corporation continues to work with NLI, the London Borough of Newham, and the GLA, to
minimise E20 costs going forward and to establish a sustainable model for the Stadium business into
the future.
In forming our conclusion, we recognised the impact of historic decisions on the current financial
position and have taken into account the work that has been undertaken to clarify and minimise the
costs of E20 LLP. We note that the Mayor of London has announced an investigation into the
finances of the Stadium, which at the time of this report, is still ongoing.
LLDC have kept the GLA informed of the projected financial impact of the changes to the Cultural
and Education district, including the reduction in anticipated future income.
We have received confirmation of the GLA commitment to continue to provide appropriate financial
support to the Corporation. We have therefore concluded that the financial challenges that are being
faced in 2016/17 do not represent evidence of inadequate arrangements during 2016/17.

Other matters to report
The value for money opinion considers arrangements in place between 1st April 2016 and 31st March 2017. We are required to consider
whether or not circumstances following this period indicate failings in arrangements made during the period in question:
“While auditors do not need to gather evidence of outcomes in order to conclude on the adequacy of arrangements in place, they should take
account of evidence drawn from outcomes where it comes to their attention, and especially where outcomes suggest that there may be
significant weaknesses in those arrangements.”
In early 2017/18, London Legacy Development Corporation’s commitments in relation to the ongoing operation of the Stadium were uncertain.
The Corporation is party to two of the LLP’s key contracts. We therefore sought further evidence to demonstrate that the Corporation would
have sufficient funding to meet its commitments in all eventualities. The potential gap in the Corporation’s funding requirement has been
triggered by agreements between the Members of E20 in relation to future funding, as well as historic contractual arrangements which again
occurred outside of the period under review.
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The Corporation has kept its ultimate funder, the Greater London Authority, appraised of the circumstances of the LLP.
As noted above, we have concluded that this situation is not indicative of a lack of proper arrangements during 2016/17, and that it is the
product of historic contractual decisions.
It is imperative, however, that all parties concerned make decisions regarding the future of E20 LLP as soon as possible so that progress can be
made and cost to the public purse minimised.
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Other Reporting Issues
Whole of Government Accounts
We performed the procedures required by the National Audit Office on the accuracy of the consolidation pack prepared by the Corporation for
Whole of Government Accounts purposes. We had no issues to report.

Annual Governance Statement
We are required to consider the completeness of disclosures in the Corporation’s Annual Governance Statement, identify any inconsistencies with
the other information of which we are aware from our work, and consider whether it is misleading.
We completed this work and did not identify any areas of concern.

Report in the Public Interest
We have a duty under the Local Audit and Accountability Act 2014 to consider whether, in the public interest, to report on any matter that comes
to our attention in the course of the audit in order for it to be considered by the Corporation or brought to the attention of the public.
We did not identify any issues which required us to issue a report in the public interest.

Written Recommendations
We have a duty under the Local Audit and Accountability Act 2014 to designate any audit recommendation as one that requires the Corporation to
consider it at a public meeting and to decide what action to take in response.
We did not identify any issues which required us to issue a written recommendation.

Objections Received
We did not receive any objections to the 2016/17 financial statements from member of the public.

Other Powers and Duties
We identified no issues during our audit that required us to use our additional powers under the Local Audit and Accountability Act 2014.
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Independence
We communicated our assessment of independence in our Audit Results Report to the Audi Committee on 14 July 2017. In our professional
judgement the firm is independent and the objectivity of the audit engagement partner and audit staff has not been compromised within the
meaning regulatory and professional requirements.

Control Themes and Observations
It is the responsibility of the Corporation to develop and implement systems of internal financial control and to put in place proper arrangements
to monitor their adequacy and effectiveness in practice. Our responsibility as your auditor is to consider whether the Corporation has put
adequate arrangements in place to satisfy itself that the systems of internal financial control are both adequate and effective in practice.
As part of our audit of the financial statements, we obtained an understanding of internal control sufficient to plan our audit and determine the
nature, timing and extent of testing performed. As we have adopted a fully substantive approach, we have therefore not tested the operation of
controls.
Although our audit was not designed to express an opinion on the effectiveness of internal control we are required to communicate to you
significant deficiencies in internal control.
We have not identified any significant deficiencies in the design or operation of an internal control that might result in a material misstatement in
your financial statements of which you are not aware.
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Focused on your future
Area

Issue

Impact

IFRS 15
Revenue from
Contracts with
Customers

Applicable for accounts from the 2018/19 financial year. This new
standard deals with accounting for all contracts with customers
except:
•
Leases;
•
Financial instruments;
•
Insurance contracts; and
•
for local authorities; Corporation Tax and Business Rates
income.

Some initial thoughts on the approach to adopting IFRS
15 have been issued by CIPFA. However, until the
Code is issued there remains some uncertainty. What
is clear is that for all material income sources from
customers the Corporation will have to:
•
Disaggregate revenue into appropriate
categories
•
Identify relevant performance obligations and
allocate income to each
•
Summarise significant judgements

The key requirements of the standard cover the identification of
performance obligations under customer contracts and the linking of
income to the meeting of those performance obligations.

The Corporation is awaiting clarification of the exact
requirements before investing time in the above work.

There are transitional arrangements within the standard; however as
the 2018/19 Accounting Code of Practice for Local Authorities has
yet to be issued it is unclear what the impact on the Corporation’s
accounts will be.
IFRS 16 Leases

IFRS 16 will be applicable for accounts from the 2019/20 financial
year.
Whilst the definition of a lease remains similar to the current leasing
standard; IAS 17, for local authorities who lease in a large number of
assets the new standard will have a significant impact, with nearly all
current leases being included on the balance sheet.
There are transitional arrangements within the standard, although as
the 2019/20 Accounting Code of Practice for Local Authorities has
yet to be issued it is unclear what the impact on the Corporation’s
accounts will be or whether any statutory overrides will be
introduced.

Until the 2019/20 Accounting Code is issued and any
statutory overrides are confirmed there remains some
uncertainty in this area.
However, what is clear is that the Corporation will need
to undertake a detailed exercise to classify all of its
leases and therefore must ensure that all lease
arrangements are fully documented.
The Corporation is has yet to commence work in this
area due to the timing of implementation.
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Area

Issue

Impact

Earlier deadline
for production
and audit of the
financial
statements
from 2017/18

The Accounts and Audit Regulations 2015 introduced a significant
change in statutory deadlines from the 2017/18 financial year. From
that year the timetable for the preparation and approval of accounts
will be brought forward with draft accounts needing to be prepared
by 31 May and the publication of the audited accounts by 31 July.

These changes provide challenges for both the
preparers and the auditors of the financial statements.
The Corporation is well placed to deliver to this more
challenging deadline as they already prepare their
accounts to the revised timetable.
As auditors, nationally we have:
•
Issued a thought piece on early closedown
•
As part of the strategic Alliance with CIPFA
jointly presented accounts closedown
workshops across England, Scotland and
Wales
•
Presented at CIPFA early closedown events
and on the subject at the Local Government
Accounting Conferences in July 2017
We have discussed with management the
requirement to bring the timetable forward further
to support their group reporting requirements.
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Appendix A

Audit Fees

Our fee for 2016/17 is below:
Final Fee 2016/17

Planned Fee 2016/17

Scale Fee 2016/17

Final Fee 2015/16

Description

£

£

£

£

Total Audit Fee – Code work

32,998

30,000

30,000

33,000

The final fee includes a scale fee variation due to:
1. Additional work in response to material movements in asset valuations.
2. Increased senior input in response to value for money procedures, particularly relating to the Corporation’s future financial plans.
The scale fee variation has been agreed by management and those charged with governance but remains subject to approval by Public Sector
Audit Appointments (PSAA).
We confirm we have not undertaken any non-audit work outside of the PSAA’s requirements.
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