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Risks identified in our audit plan Work completed Assurance gained and issues arising

1. Improper revenue recognition

Under ISA 240 there is a presumed risk that revenue 
may be misstated due to improper recognition 

� review and testing of revenue recognition policies

� testing of material revenue streams

� review of unusual significant transactions

Our audit work has not identified any issues in 
respect of revenue recognition.

2. Management override of controls

Under ISA 240 there is a presumed risk of 
management over-ride of controls

� review of accounting estimates, judgements and 
decisions made by management

� testing of journals entries

� review of accounting estimates, judgements and 
decisions made by management

� review of unusual significant transactions

Our audit work has not identified any evidence of 
management override of controls. In particular the 
findings of our review of journal controls and testing 
of journal entries has not identified any significant 
issues.

We set out later in this section of the report our work 
and findings on key accounting estimates and 
judgments. 

Audit findings
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Transaction cycle Description of risk Work completed Assurance gained & issues arising

Operating expenses Creditors understated or not 
recorded in the correct period

� Activity level controls were identified and a 
walkthrough of the system was completed during 
the interim visit in January 2013. 

� Attribute testing on material  expense streams 

� Assess the method of allocating/apportioning 
expenses to functional categories for compliance 
with the Service Reporting Code of Practice

� Cut-off testing

Our audit work has not identified any significant issues in 
relation to the risk identified.

Employee remuneration Remuneration expenses not 
correct and payroll tax 
obligations understated

� Activity level controls were identified and a 
walkthrough of the system was completed during 
the interim visit in January 2013. 

� Performance of attribute testing on payroll 
expenses

Our audit work has not identified any significant issues in 
relation to the risk identified.

Welfare expenditure Welfare benefits improperly 
computed

� Activity level controls were identified and a 
walkthrough of the system was completed during 
the interim visit in January 2013. 

� Substantive testing of a sample of benefit claims

� Reconcile benefit expenditure to the benefit subsidy 
claim and assess  the impact of any significant 
differences

� Complete benefit software diagnostic tool, uprating
checks and analytical review compared to prior year 
subsidy claim

Our audit work has not identified any significant issues in 
relation to the risk identified.

Our testing of welfare expenditure is in progress. 

Audit findings
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Transaction cycle Description of risk Work completed Assurance gained & issues arising

Cash & bank Bank reconciliations not up to 
date

• Bank reconciliations were not up to date at the time 
of our interim visit in January 2013

• We have reviewed the timely completion and 
management review  of bank reconciliations up to 
the date of our final accounts audit.

Our audit work identified that bank reconciliations were now 
up to date and were being reviewed on a timely basis.

Audit findings
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Accounting area Summary of policy Comments Assessment

Revenue recognition � Key revenue recognition policies include:

− Revenue for goods and services is 
recognised when performance occurs

− Interest revenue is accrued on a time basis

� The policies adopted for revenue recognition are appropriate under 
the Council's accounting framework.

� Our testing indicates that revenue for goods and services included 
in the financial statements has been calculated based on 
contributions and contract values.

� Disclosure of accounting policies in the financial statements is in 
line with the recommended disclosures in the CIPFA Code of 
Practice on Local Government Accounting in the UK 2012/13 
supported by International Reporting Standards.

����

(Green)

Judgements and estimates � Key estimates and judgements include:

− Useful life of capital equipment

− Pension fund valuations and settlements

− Revaluations and impairments

− Provisions and Accruals

� The policies adopted for accounting estimates are appropriate 
under the Council's accounting framework

� Our testing indicates that estimates included in the financial 
statements have been calculated based on reasonable judgements 
and assumptions

� The range of possible outcomes has been considered

� Disclosure of accounting policies in the financial statements is in 
line with the recommended disclosures in the CIPFA Code of 
Practice on Local Government Accounting in the UK 2012/13 
supported by International Reporting Standards. 

����

(Green)

Other accounting policies � We have reviewed the Council's policies 
against the requirements of the CIPFA 
Code and accounting standards.

� Our review of accounting policies has not highlighted any issues
which we wish to bring to your attention ����

(Green)

Assessment
� Marginal accounting policy which could potentially attract attention from regulators � Accounting policy appropriate but scope for improved disclosure
� Accounting policy appropriate and disclosures sufficient

Audit findings
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& 3 components of the Sheerness Swimming Pool asset were 
classed as Vehicles Plant & Equipment in note 30, with a net 
book value totalling £725k. These should have been included 
within land and buildings.
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& VAT debtor/creditor - at year end both a reserved debtor 
(£368k) and a reserved creditor (£110k) have been raised for 
input and output VAT. The Code requires (para 2.9.6) that a 
net balance should be recorded (ie £258k debtor)
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Issue Commentary

1. Matters in relation to fraud � Other than the sports development investigation reported to the Audit Committee on 26th June 2013, we have not been made aware of 
any incidents of fraud in the period and no other issues have been identified during the course of our audit procedures

2. Matters in relation to laws and 
regulations

� We are not aware of any significant incidences of non-compliance with relevant laws and regulations.

3. Written representations � A standard letter of representation has been requested from the Council.

4. Disclosures � Our review found no material omissions in the financial statements.

5. Matters in relation to related 
parties

� We are not aware of any related party transactions which have not been disclosed

6. Going concern � Our work has not identified any reason to challenge the Council's decision to prepare the financial statements on a going concern 
basis.

Audit findings
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Residual Risk identified Assurances obtained Conclusion on residual risk

Financial Resilience: 
Since the Chancellor's Autumn statement in 2010, 
central government funding has been reducing year 
on year. This poses an increasingly significant 
challenge to the authority in balancing its budget in 
future years.

We have reviewed the Council's arrangements for 
securing financial resilience in 2012/13.

Our overall summary against the four arrangements areas we 
assessed is:
• Key indicators of performance – Green
• Strategic financial planning – Green
• Financial Governance – Green
• Financial Control – Green
(see page 19)

Local government reforms
The Local Government Finance Act 2012 
introduced amendments to council tax support
arrangements and business rate retention. These 
changes increase the council's exposure to finance 
risks and could have a significant impact on the 
authority's funding

We have reviewed the Council's arrangements for 
introducing council tax support and business rate 
retention for 2013/14 onwards.

The Council has made appropriate arrangements to introduce the 
council tax support and business rate retention schemes. The Council 
has recognised the risk of uncertainty over reforms, particularly 
business rates, as a risk. These risks have been incorporated into  
required savings within the Medium Term Financial Plan. 

Shared service arrangements
The Council has committed to a number of shared 
service arrangements with MKIP partners in recent 
years. These include Internal Audit, ICT and waste 
management. There is a risk that anticipated 
savings from these arrangements are not achieved.

We have reviewed the Council's arrangements in 
terms of monitoring partnerships, with particular 
attention to the waste management contract.

The Council has sound arrangements in place to monitor its 
partnerships.  The savings arising from the  waste management 
contract are a crucial element of the Council's medium term  financial 
plans over the next few years, and these will need to be monitored 
closely if targets are to be achieved.

Community asset transfers
The Council is introducing a revised community 
asset transfer policy. There is a value for money 
risk if this does not accord with best practice.

We have followed up the recommendations 
contained in the external auditor's 2011/12 annual 
governance report in respect of the Council's policy 
for transferring assets to the local community. We 
have also reviewed the final grant agreement  
between the Council and Alexander Centre Trust 
CIC in relation to the transfer of the Alexander 
Centre.

The Council has adopted the recommendations outlined in the 2011/12 
report. A sound community asset transfer policy is now in place, and 
this should enable good vfm to be obtained in the event of any future 
asset disposals. The grant agreement  appears to contain reasonable 
provisions and warranties to secure the financial interests of the 
Council over the life of the agreement.
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Per Audit plan
£

Actual fees 
£

Council audit 80,085 80,085
Grant certification 13,050 *13,050
Total audit fees 93,135 93,135
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Service Fees £

None Nil
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Our communication plan
Audit 
Plan

Audit 
Findings

Respective responsibilities of auditor and management/those 
charged with governance

�

Overview of the planned scope and timing of the audit. Form, timing 
and expected general content of communications

�

Views about the qualitative aspects  of the entity's accounting and 
financial reporting practices, significant matters and issues arising 
during the audit and written representations that have been sought

�

Confirmation of independence and objectivity � �

A statement that we have complied with relevant ethical 
requirements regarding independence,  relationships and other 
matters which might  be thought to bear on independence. 

Details of non-audit work performed by Grant Thornton UK LLP and 
network firms, together with  fees charged 

Details of safeguards applied to threats to independence

� �

Material weaknesses in internal control identified during the audit �

Identification or suspicion of fraud involving management and/or
others which results in material misstatement of the financial 
statements

�

Compliance with laws and regulations �

Expected auditor's report �

Uncorrected misstatements �

Significant matters arising in connection with related parties �

Significant matters in relation to going concern �

International Standard on Auditing (ISA) 260, as well as other ISAs, prescribe matters 
which we are required to communicate with those charged with governance, and which 
we set out in the table opposite.  

The Audit Plan outlined our audit strategy and plan to deliver the audit, while this Audit 
Findings report presents the key issues and other matters arising from the audit, 
together with an explanation as to how these have been resolved.

#��
����!�����
����$�������

The Audit Findings Report has been prepared in the context of the Statement of 
Responsibilities of Auditors and Audited Bodies issued by the Audit Commission 
(www.audit-commission.gov.uk). 

We have been appointed as the Council's independent external auditors by the Audit 
Commission, the body responsible for appointing external auditors to local public bodies 
in England. As external auditors, we have a broad remit covering finance and 
governance matters. 

Our annual work programme is set in accordance with the Code of Audit Practice ('the 
Code') issued by the Audit Commission and includes nationally prescribed and locally 
determined work. Our work considers the Council's key risks when reaching our 
conclusions under the Code. 

It is the responsibility of the Council to ensure that proper arrangements are in place for 
the conduct of its business, and that public money is safeguarded and properly 
accounted for.  We have considered how the Council is fulfilling these responsibilities.

Communication of audit matters
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We anticipate we will provide the Council with an unmodified audit report
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