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summary for Audit Committes

Financial statements

There are no significant changes to the Code of Practice on Local Authaority
Accounting (“the Code”) in 201718, which provides stability in terms of the
accounting standards the Authority need to comply with. Despite this, the
deadling for the production and signing of the financial stateaments has been
significantly advanced in comparison to year ended 31 March 2017, This
represents a significant change for the Authority and will need to be carefully
managed in order to ensure the new deadlines are met. As a result we have
recognised a significant risk in relation to this matter.

In order to meet the revised deadlines it will be essential that the draft financial
staternents and all prepared by client documentation is available in line with
agreed timetables. Where this is not achieved there is a significant likelihood that
the audit report will not be issued by 31 July 2018,

Materiality
Materiality for planning purposes has been set at £600,000.

We are obliged to report uncorrected omissions or misstaiements other than
those which are ‘clearly trivial’ to those charged with governance and this has
been set at £30,000,

Significant risks

Those risks requiring specific audit attention and procedures to address the
likelihood of a material financial statement error have been identified as:

— Valuation of PPE — Whilst the Authority operates a cyclical revaluation
approach, the Code requires that all land and buildings be held at fair value. We
will consider the way In which the Authority ensuras that assets not subject to
in-year revaluation are not materially misstated , as well as reviewing the basis
of valuation for those assets that have been revalued;

- Pension Liabilities — The valuation of the Authority’s pension liability, as
calculated by the Actuary, is dependent upon both the accuracy and
completeness of the data provided and the assumptions adopted. We will
review the processes in place to ensure completeness and accuracy of data
provided to the Actuary and consider the assumptions used in determining the
valuation,

— Faster Close — As set out above, the timetable for the production of the
financial statements has been significantly advanced with draft accounts having
to be prepared by 31 May (2017: 30 June) and the final accounts signed by 31
July (2017: 30 September). We will work with the Authority in advance of our
audit to understand the steps being taken to meet these deadlines and the
impact on our work; and

- Allocation of Shared Costs — The Authority operates on a shared service
basis with its neighbour, South Hams District Council, As a result of this
arrangement, costs are initially borne by each authority individually and then an
exercise is undertaken to allocate them on an appropriate and consistent basis.
This is essential to ensuring that the Authority recognises its full costs and to
prevent cross subsidy between the two authorities.
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summary for Audit Committes
Cont)

Financial Statements
{cont.}

Other areas of audit focus

Those risks with less likelinood of giving rise to a material error but which are
nevertheless worthy of additional audit focus have been identified as:

— Commercial Investment — During the year the Authority has approved a
commercial property acquisition strategy. Although no acquisitions have been
made at the date of audit plan, we are aware that there are two sites under
consideration and which may be acquired before vear-end and are likely to be
material transactions. We will consider the accounting entries for any
acquisitions as well as baing mindful of post balance sheet evants.

See pages 3 to 11 for more details

Value for Money
Arrangements work

We have not yvet completed our detailed risk assessment regarding your
arrangements to secure value for monay, however our initial VFM audit planning
has identified the following VFM significant risk to date:

— Delivery of Budgets — As a result of reductions in central government funding,
and other pressures, the Authority is having to make additional savings beyond
those from prior years and also pursue income genaration strategies. We will
review the controls in place to ensure financial resilience, specifically that the
Medium Term Financial Plan has duly taken into consideration relevant factors
and sensitivity analysis. We will also consider the way in which the Authority
identifies, approves, and monitors both savings plans and income generation
projects and how budgets are monitored throughout the year; and

— Commercialisation — As well as identifying savings targets, the Authority is
investigating a range of commercial opportunities as a way of addressing its
budget gap in future years. We will consider the way in which such
opportunities are considered and the way in which Members are provided with
the information necessary determine whether these projects should be
pursued,

See pages 12 to 15 for more details

Logistics

Our team is:

- Darren Gilbert - Director

= Adam Bunting - Manager

- Kevin Goodwin - In-Charge
More details are in Appendix 2.

Our work will be completed in four phases from January to July and our key
deliverables are this Audit Plan, an Interim Report [ Letter and a Report to Those
Charged With Governance as outlined on page 19.

Our fee for the 2017/18 audit is £39,396 (£39,396 2016/2017) see page 18. These
fees are in line with the scale fees published by PSAA.

Acknowledgements

We would like to take this cppeortunity to thank officers and Members far their
continuing help and co-operation throughout our audit work.
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Background and Statutory responsibilities

This document supplemeants our Audit Fee Letter 2017/18 issued to you in March 2017, which also sets out
details of our appointment by Public Sector Audit Appointments Ltd (PSAA)

Our statutory responsibilities and powers are set out in the Local Audit and Accountability Act 2014, the
Mational Audit Office’s Code of Audit Practice and the PSAA Statement of Responsibilities.

Our audit has two key objectives, requiring us to audit/review and report on your:

Ul
7

Financial statements :
Providing an opinion on your accounts. We also review the Annual Governance Statement and
Marrative Report and report by excaption on these; and

Use of resources:
Concluding on the arrangements in place for securing economy, efficiency and effectiveness in
your use of resources (the value for money conclusion),

The audit planning process and risk assessment is an on-going process and the assessment and fees in this
plan will be kept under review and updated if necessary. Any change 1o our identified risks will be reporting
to the Audit Committes.

Financial Statements Audit
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Audit Procedures

Planning e
ontro

Evaluation Completion

Value for Money Arrangements Work
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Financial Statements audit pianning

Financial Statements Audit Planning

Our planning work takes place during January 2018, This involves the following key aspects:

Determining our materiality leveal;
Risk assessment;

Identification of significant risks;
Consideration of potential fraud risks;

Identification of key account balances in the financial statements and related assertions, estimates and
disclosures;

Consideration of management’s use or experts; and

Issuing this audit plan to communicate our audit strategy.

Risk assessment

Auditing standards require us to consider two standard risks for all organisations. We are not elaborating on
these standard risks in this plan but consider them as a matter of course in our audit and will include any
findings arising from our work in our |54 260 Report.

Management override of controls

Fraudulent revenue recognition
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rinancial Statements audit pianning (cont

The diagram below identifies significant risks and other areas of audit focus, which we expand on overleaf,
The diagram also identifies a range of other areas considered by our audit approach.

r'y
Valuation
Valuation
of PPE
Financial
Instruments
Management
: Budgeatary
Commercial
Investment
Judgment Process
>
Keys: . Significant risk . Other area of audit focus . Exarmple other areas considered by our approach
KPMG
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Financial statements audit planning (cont)

Significant Audit Risks

Those risks reguiring specific audit attention and procedures 1o address the likelihood of a material financial
statement error in relation to the Authority,

Risk:

Approach:

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. Asa
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. In addition, as the valuation is undertaken as at 1 April,
there is a risk that the fair value is different at the year end.

We will review the approach that the Authority has adopted to assess the risk that assets not
subject to valuation are rmaterially misstated and consider the robustness of that approach.
We will also assess the risk of the valuation changing materially during the year.

In addition, we will consider movement in market indices between revaluation dates and the
year end in order to deterrmine whether these indicate that fair values have moved materially
over that time.,

In relation to those assets which have been revalued during the year we will assess the
valuer's qualifications, objectivity and independence to carry out such valuations and review
the methodology used lincluding testing the underlying data and assumptions),

KPMG
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Financial statements audit planning (cont)

Significant Audit Risks (cont.)

Risk:

Approach:

Pension Liabilities

The net pension liability represents a material element of the Authority's balance sheet. The
Authority is an admitted body of Devon County Pension Fund, which had its last triennial
valuation completad as at 31 March 2016. This continues to forms an integral basis of the
valuation as at 31 March 2018.

The valuation of the Local Governmeant Pension Scheme relies on a number of assumptions,
most notably around the actuarial assumptions, and actuarial methodology which results in
the Authority’s averall 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 to net pension liability
accounted for in the financial staterments,

Az part of our work we will review the controls that the Authority has in place over the
information sent directly to the Scheme Actuary (Barnett Waddingham). We will also liaise
with the auditors of the Pension Fund in order to gain an understanding of the effectiveness
of those controls operated by the Pension Fund. This will include consideration of the process
and controls with respect to the assumptions used in the valuation. We will also evaluate the
competency, objectivity and independence of Barnett Waddingham.

We will review the appropriateness of the key assumptions included within the valuation,
compare them to expected ranges, and consider the need to make use of a KPMG Actuary.
We will review the methodology applied in the valuation by Barnett Waddingham.

In addition, we will review the overall Actuarnal valuation and consider the disclosure
implications in the financial statements.

KPMG
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Financial statements audit planning (cont)

Significant Audit Risks (cont.)

Risk:

Approach:

Faster Close

In prior years, the Authority has been reguired to prepare draft financial statements by 30
June and then final signed accounts by 30 Septamber. 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.

These changeas reprasent a significant change to the timetable that the Authority has
previously worked to. The time available to produce draft accounts has been reduced by one
month and the overall time available for completion of both accounts production and audit is
two manths shorter than in prior years. Whilst we are aware that tha Authority has begun to
plan and prepare for the revised timetable, there is still significant amount of work to be
completed.

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 to ensure that all working
papers and other supporting documentation are available at the start of the audit process;

— Ensuring that the Audit Committee meeting schedules have been updated to permit
signing in July; and

—  Applying a shorter paper deadling to the July meeting of the Audit Committes meeating in
order to accommaodate 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 deadling,

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 Whaole of Government Accounts return. This is not a
matter of concern and is not seen as a breach of deadlines.

We will continue to liaise with officers in preparation for our audit in order to understand the
steps that the Authority is taking in order to ensure it meets the revised deadlines. We will
also look to advance audit work into the interim visit in order to streamline the year end audit
work,

Where there is greater reliance upon accounting estimates we will consider the assumptions
used and challenge the robustness of those estimates.

KPMG
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Financial statements audit planning (cont)

Significant Audit Risks (cont.)

Risk:

Approach:

Allocation of Shared Costs

The Autharity operates a shared service basis with its neighbour, South Hams District
Council. As a result of this arrangement, costs are initially borne by each authority individually
and then an exercise is undertaken to allocate them on an appropriate and consistent basis.
This is essential to ensuring that the Authority recognises its full costs and to prevent cross
subsidy betweaen the two authorities. In order to operate effectively, the allocation of costs
must be undertaken on an appropriate basis which reflects the nature of the underlying
activities and the way in which resources are consumed.

Building upon our work undertaken during the 2016/2017 audit, we will review the way in
which shared costs have been allocated to the Authority and ensure that:
— The basis of allocation is appropriate and reflects the nature of the activities involved,;

— The allocation basis, and any changes from prior year, has been approved appropriately by
management and is subject to appropriate review; and

— The allocation has bean appropriately calculated and the resulting costs recognised.

KPMG
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Financial statements audit planning (cont)

Other areas of audit focus

Those risks with less likelihood of giving rise to a material error but which are nevertheless worthy of audit

understanding.

Issue:

Approach:

Commercial Property Acquisition Strategy

During the year Members have voted in favour of acguiring significant levels of investment
properties bath within the Authority’s geographic area and outside of that area. Such
investments will be funded by way of additional Public Works Loan Board borrowing.

Whilst at the time of our audit planning no acquisitions had been undertaken, there were two
properties under consideration with an estimated total value of £10 million. Depending upon
the progress of the due diligence in relation to each of these properties there is the potential
that acquisitions may occur before year end. In the event that either asset is acquired before
wear end this would represent a significant unusual transaction for the Authority due to the
scale of the acquisition.

KPMG will review any acquisitions of investment property made during the year and ensure
that they correctly disclosed in line with the relevant financial standards, including review of
acquisition documentation to ensure accuracy of valuation and review of accounting entries to
ensure correct disclosure.

In addition, and linked to our Value For Money work, we will review the due diligence process
undertaken to ensure that it was appropriately robust and that the correct approval processes
were followed, with sufficient information provided to allow an informed decision.

We will also review any interest on borrowings to ensure this has been accounted for
correctly.

KPMG
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Financial statements audit planning (cont)

Materiality

We are required to plan our audit to determing with reasonable confidence whether or not the financial
statements are free from material misstatement. An omission or misstatement is regarded as material if it
would reasonably influence the user of financial statements. This therefore involves an assessmeant of the
qualitative and guantitative nature of omissions and misstatements,

Generally, we would not consider differences in opinion in respect of areas of judgement to represent
‘misstatements’ unless the application of that judgement results in a financial amount falling outside of a
ranga which we consider to be acceptable.

For the Authority, materiality for planning purposes has been set at £600,000 for the Authority's standalone
accounts which equates to 1.9% of gross expenditure,

We design our procedures to detect errors in specific accounts at a lower level of precision.

Prior Year Gross Expenditure: £32.4m

Materiality

1.9% of Expenditure |

Reporting to the Audit 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 Committee any unadjusted
misstatements of lesser amounts to the extent that these are identitied by our audit work.

Under ISA 260(1UKE&]) 'Communication with those charged with governance’, we are obliged to report
uncorrected omissions or misstatements ather than those which are ‘clearly trivial' 1o those charged with
governance. |5A 260 (UK&I) defines 'clearly trivial’ as matters that are clearly inconseguential, whether taken
individually or in aggregate and whether judged by any quantitative or qualitative criteria,

In the context of the Authority, we propose that an individual difference could normally be considered to be
clearly trivial if it is less than £30,000.

If management has corrected material misstatements identified during the course of the audit, we will
consider whether those corrections should be communicated to the Audit Committee to assist it in fulfilling
its governance responsibilities.

We will report:

Mon-Trivial Mon-trivial Errors and omissions in disclosure
co ad audit 3 audit
Sslatements misstatements L (Corrected and uncorrected)

KPMG "
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Value Tor money arrangements Work

VFM audit approach

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 effectivenass in its use
of resources’.

This is supported by the Code of Audit Practice, published by the NAD 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.”’

Overall criterion

The VFM approach is fundarmentally unchanged from that adopted in 2016/17 and the process is shown in
the diagram below. The diagram overleaf shows the details of the sub-criteria for our VFM work.,

Identification of Continually re-assess VFM
significant VFM risks )‘ potential VFM risks conclusion
{if any)

WM audit risk : Reas sks throughout
assessment the audit.

Assessment of wo Conclude on

arrangements
to securea VFM

other review agen

Financial
statemeants and
other audit wark

KPMG 12
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Value for money arrangements work (cont |

Value for Money sub-criterion

Informed decision making

Sustainable
resource deployment

Proper arrangements:
Planning fina

o support th

prioriti
statutory functions.

Managing and utilising

Dooumant Classification: KPS Condidential

Working with partners and
third parties

Proper arrangements:

Work vith third parties
ce |

Vary O
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Value for money arrangements work (cont |

VFM audit stage

VFM audit
risk assessment

Audit approach

We consider the relevance and
significance of the potential
business risks faced by all local
authorities, and other risks that
apply specifically to the Authority.
These are the significant
operational and financial risks in
achieving statutory functions and
objectives, which are relevant to
auditors' responsibilities under
the Code of Audit Practice.

In doing s0 we consider:

— The Authority’s own
assessment of the risks it
faces, and its arrangements 1o
manage and address its risks;

— Information from the Public
Sector Auditor Appointments
Limited YFM profile toaol,

- Evidence gained from pravious
audit work, including the
response to that work; and

- The work of other
inspectorates and review
agencies,

KPMG
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Linkages with financial
statements and other
audit work

Audit approach

There is a degree of overlap
between the work we do as part
of the VFM audit and our financial
statements audit, For example,
our financial statements audit
includes an assessment and
testing of the Authority's
organisational contral
environment, including the
Authority's financial management
and governance arrangements,
many aspects of which are
relevant to our VFM audit
responsibilities.

We have always sought to avoid
duplication of audit effort by
integrating our financial
statements and VFM work, and
this will continue. We will
therefore draw upon relevant
aspects of our financial
staterments audit work to inform
the VFM audit,

Dooumant Classification: KPS Condidential

ldentification of
significant risks

Audit approach

The Code identifies a matter as
significant ‘¥, in the auditor's
professional view, it is reasonable
o conclude that the matter would
be of interest to the audited body
or the wider public. Significance
has both qualitative and
quantitative aspects.”

If we identify significant VFM
risks, then wa will highlight the
risk to the Authority and consider
the most appropriate audit
response in each case, including:

Considering the results of
work by the Authority,
inspectorates and other review
agencies; and

Carrying out local risk-based
waork to form a view on the
adequacy of the Authority's
arrangements tor securing
economy, efficiency and
effectiveness in its use of
resources.

14



Value for money arrangements work (cont |

VFM audit stage

Assessment of work by other
review agencies, and
Delivery of local risk based
work

Audit approach

Depending on the nature of the
significant WVFM risk identified, we
may be able to draw on the work
of other inspectorates, review
agencies and other relevant
bodies to provide us with the
necessary evidence 1o reach our
conclusion on the risk.

We will also consider the
evidence obtained by way of our
financial statements audit work
and other waork already
undertaken.

If evidence from other
inspectorates, agencies and
bodies is not available and our
other audit work 15 not sufficient,
we will need to consider what
additional work we will be
required to undertake to satisfy
ourselves that we have
reasonable evidence to support
the conclusion that we will draw.
Such work may include:

- Additional meetings with
senior managers across the
Authority;

- Review of spacific related
minutes and internal reports;

— Examination of financial
models for reasonableness,
using our own experience and
benchmarking data from
within and without the sector.

KPMG

©

Concluding on VFM
arrangements

Audit approach

At the conclusion of the VM
audit we will consider the results
of the work undertaken and
assess the assurance obtained
against each of the VFM themes
regarding the adequacy of the
Authority's arrangements for
securing economy, efficiency and
effectivenass in the use of
resources,

If any issues are identified that
may be significant to this
assessment, and in particular if
there are issues that indicate we
may need to consider qualifying
our VEM conclusion, we will
discuss these with managemeant
as soon as possible. Such issues
will also be considerad maore
widely as part of KPMG's quality
control processes, to help ensure
the consistency of auditors’
decisions.

Dooumant Classification: KPS Condidential

O

Reporting

Audit approach

On the following page, we report
the results of our initial risk
assessment.

We will report on the results of
the VFM audit through our ISA
260 Report. This will summarisea
any specific matters arising, and
the basis for our overall
conclusion.

The key output from the work will
be the VFM conclusion (i.e. our
opinion on the Authority's
arrangaments for securing VEM),
which forms part of our audit report.
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Value for money arrangements work (cont |

Significant VFM Risks

Whilst we have not yet completed our detailed risk assessment regarding your arrangements to secure value
for money, our initial planning has identified the following VEM significant risk requiring specific audit
attention and procedures to address the likelihood that proper arrangements are not in place,

Risk:

Approach:

VFM Sub-
criterion:

Delivery of budgets

The Autharity identified the need to make savings of £565k in 2017/18. The current forecast
shows that the Authority will deliver an underspend of approximately £50k.

The Authaority's budget for 201718 was approved at Council on 7 February 2017 and
recognised a need for £665,671 in savings (in addition to those already delivered in prior years.
The approved budget includes individual proposals to support the delivery of the overall
savings requirement, The report 1o Council on 7 February 2017 also highlighted a budget gap
of £834 458 for 2018/19. There is a likelihood that central government funding will reduce
further and that the need for savings will continue to have a significant impact on the
Autharity's financial resilience,

As part of our additional risk based work, we will review the controls the Authority has in
place to ensure financial resilience, specifically that the Medium Term Financial Plan has duly
taken into considaration factors such as funding reductions, salary and genaral inflation,
demand pressures, restructuring costs and sensitivity analysis given the degres of variability
in the above factors. In addition we will consider the way in which the Authority identifies,
approves, and monitors both savings plans and income generation projects.

This risk is related to the following Value For Money sub-criterion
— Informed decision making;
— Sustainable resource deployment; and

— Working with partners and third parties

Risk:

Approach:

VFM Sub-
criterion:

Commercialisation

As well as identifying savings targets to meet budget gaps, the Authority is also investigating
a range of income generating opportunities. These include a range of measures such as:

— Acqguisition of investment properties (approved during the year); and
— Establishment of whaolly owned subsidiary companies

Whilst such projects provide the opportunity for additional incorme generation, they also
introduce additional risks that need to be managed.,

As part of our risk based work, we will review the way in which Members and Senior
Management have been informed of the risks and rewards of such projects in order 1o allow
them to reach decisions in an appropriate manner. We will also consider the overall appraisal
processes adopted and the stages at which Members are engaged and the way in which
costs arising from such projects are monitored,

This risk is related to the following Value For Money sub-criterion
— Informed decision making;
— Sustainable resource deployment; and

— Working with partners and third parties

KPMG
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Other matters

-
Whole of government accounts (WGA)

We are required to issue an assurance statement to the
Mational Audit Office confirming the income, expenditure,
asset and labilities of the Authority. Deadlines for
completion of this for 2017/18 have not yet been confirmed.

Elector challenge

The Local Audit and Accountability Act 2014 gives electors
cartain rights. These are;

— The right to inspect the accounts;

— The right to ask the auditor questions about the
accounts; and

— The right to object to the accounts.

Az a result of these rights, in particular the right to object to
the accounts, we may need to undertake additional work to
farm our decision on the elector's objection. The additional
work could range from a small piece of work where we
interview an officer and review evidence to form our
decision, to a more detailled piece of work, where we have
to interview a range of officers, review significant amounts
of evidence and seek legal representations on the issues
raised

The costs incurred in responding to specific questions or
objections raised by electors is not part of the fee. This
work will be charged in accordance with the PSAA's fee
scales.

Document Classifcation: KPWG Condidential




Jther matters

Reporting and communication

Reporting is a key part of the audit process, not only in communicating the audit findings for the vear, but
also in ensuring the audit team are accountable to you in addressing the issues identified as part of the audit
strategy. Throughout the year we will communicate with you through meetings with the finance team and
the Audit Committee, Our communication cutputs are included in Appendix 1.

Independence and Objectivity

Auditors are also required to be independent and objective. Appendix 3 provides more details of our
confirmation of independence and objectivity,

Audit fee

Our Audit Fee Letter 2017/2018 issued to you in March 2017 first set out our fees for the 2017/2018 audit,
This letter also set out our assumptions. We have not considered it necessary 1o seek approval for any
changes to the agreed fees at this stage.

Should there be a need to charge additional audit fees then this will be agreed with the 5.151 Officer and
PSAA. It such a variation is agreed, we will report that to you in due course.

The planned audit fee for 2017/18 is £39,396 which is the same as that charged in 2016/2017.

KPMG oirs G o 18
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Appendix 1:

KEY elements of our financial Statements audt
approach

Driving more value from the audit through data Communication
and analytics

Continuous communication involving regular

Technology is embedded throughout our audit meetings between Audit Committee, Senior
inion. Usa Management and audit team.
[ ]
Oct
higher levels Nov
v areas of risk
Dec
Jan | Audit strategy
and plan
Interim audit _ Feb _
| Interim report
(if required)
Mar
enabled Apr
audit 1
methodology
May
and annual repaort Jun
Jul
o g 154 260 (L&)
=ign audit opinion =+ Report
Aug
Annual Audit Letter -+
Sep
L4
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Appendix 1:

Key elements of our financial statements audt
approach (cont)

Audit workflow

Planning

— Determining our materiality level;

— Risk assessment;

— Identification of significant risks;

— Consideration of potential fraud risks;

— |dentification of key account balances in the financial ; _,-' ,
statements and related assertions, estimates and disclosures; : e | g

— Consideration of managements use or experts; and

— lIssuing this audit plan to communicate our audit strategy.

Control evaluation

— Understand accounting and reporting activities

— Ewaluate design and implementation of selected controls
— Test operating effectiveness of selected controls

— Assess control risk and risk of the accounts being misstated

Substantive testing
— Plan substantive procedures
— Perform substantive procedures

— Consider if audit evidence is sufficient and appropriate

Completion

— Perform completion procedures
— Perform overall evaluation

— Form an audit opinion

— Audit Committee reporting

KPMG
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Appendix 2:

AUdIT team

Your audit team has been drawn from our specialist public sector assurance department. Our audit

team were all part of the West Devon Borough Council audit last year.

Darren Gilbert
Director

T: 444 {0} 292 046 B205
E: darren.gilbert@kpmg.co.uk

My role is 1o lead our team
and ensure the delivery of a
high quality, valued added
external audit opinion,

| will be the main point of
contact for the Audit
Committee,”

KPMG

Adam Bunting
Manager

T +44(0) 252 046 8003
E: adarm.bunting@kprg.co.uk

‘| provide quality assurance for
the audit work and specifically
any technical accounting and
risk areas,

| wiill weark: closely with
director to ensura we add
value.

| will liaise with the Finance
Community of Practice Lead
and other Executive Officers.’

Dooumant Classification: KPS Condidential

Kevin Goodwin
Assistant Manager

T: +44 (0) 782 529 7081
E: kevin.goodwin@kprmo.co.uk

| will be responsible for the
on-site delivery of our work
and will supervise the work of
our audit assistants.’
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Appendix 3:

naependence and obiectivity requIrements

ASSESSMENT OF OUR OBJECTIVITY AND INDEPENDENCE AS AUDITOR OF WEST DEVON
BOROUGH COUNCIL.

Professional ethical standards reguire us to provide to you at the planning stage 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 indepandence 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 Lid's ('PSAA's") Terms of Appointment relating to independence and the
requirernents of the FRC Ethical Standard and General Guidance Supporting Local Audit {Auditor General
Guidance 1 - AGMNOT) issued by the National Audit Office "NAD').

This Appendix 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 commitied 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 independance through:

— Instilling professional values

— Communications

— Internal accountability

— Risk management

— Independent reviews.

Wae are satisfied that our general procedures support our independence and objectivity.
Independence and objectivity considerations relating to the provision of non-audit services
Summary of fees

We have considered the fees charged by us to the authority and its affiliates for professional services
provided by us during the reporting period,

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 following table
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Appendix 3:

HUB[%BHE]BHCB ANnd ODiectivity requirements
GOt

Analysis of Non-audit services for the year ended 37 March 2018

Description of  Principal Safeguards Applied Basis of fee  Value of Value of Services
scope of threats to Services Committed but

sarvices independence Delivered in not yet delivered
the year ended
31 March 20138

Cartification of Mone identified Fixed Fes £5,340 £5,630
housing benefit
grant claim

Appropriate approvals have been obtained from PSAA for all non-audit services above the relevant thresholds
provided by us during the reporting period, In addition, we monitor our fees to ensure that we comply with
the 70% non-audit fee cap set by the NAD.

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 Committee.

Confirmation of audit independence

Wa confirm that as of the date of this report, in our professional judgment, KPMG LLP is independant within
the meaning of regulatory and professional requirements and the objectivity of the Director and audit staff is
not impaired.

This report is intended solely for the information of the Audit 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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