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Executive summary

Purpose of this letter

Our Annual Audit Letter (Letter) summarises the key findings arising from the 

work that we have carried out at South Lakeland District Council (the Council) for 

the year ended 31 March 2016.

This Letter is intended to provide a commentary on the results of our work to the 

Council and its external stakeholders, and to highlight issues that we wish to draw 

to the attention of the public.  In preparing this letter, we have followed the 

National Audit Office (NAO)'s Code of Audit Practice (the Code) and Auditor 

Guidance Note (AGN) 07 – 'Auditor Reporting'.

We reported the detailed findings from our audit work to the Council’s Audit 

Committee as those charged with governance in our Audit Findings Report on 21 

September 2016.

Our responsibilities

We have carried out our audit in accordance with the NAO's Code of Audit 

Practice, which reflects the requirements of the Local Audit and Accountability 

Act 2014 (the Act). Our key responsibilities are to:

• give an opinion on the Council’s financial statements (section two); and

• assess the Council’s arrangements for securing economy, efficiency and 

effectiveness in its use of resources (the value for money conclusion) (section 

three).

In our audit of the Council’s financial statements, we comply with International 

Standards on Auditing (UK and Ireland) (ISAs) and other guidance issued by the 

NAO.

Our work

Financial statements opinion

We gave an unqualified opinion on the Council’s financial statements on 22 

September 2016. No material amendments to the financial statements were 

required as a result of our audit.

Value for money conclusion

We were satisfied that the Council put in place proper arrangements to ensure 

economy, efficiency and effectiveness in its use of resources during the year ended 

31 March 2016. We reflected this in our audit opinion on 22 September 2016.

We would like to record our appreciation for the assistance and co-operation

provided to us during our audit by the Council's staff.

Certification of grants

We also carry out work to certify the Council's Housing Benefit subsidy claim on 

behalf of the Department for Work and Pensions. Our work on this claim is not 

yet complete and will be finalised by 30 November 2016. We will report the results 

of this work to the Audit Committee in our Annual Certification Letter.

Grant Thornton UK LLP

October 2016
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Audit of  the accounts

Our audit approach

Materiality

In our audit of the Council’s accounts, we use the concept of materiality to 

determine the nature, timing and extent of our work, and in evaluating the results 

of our work. We define materiality as the size of the misstatement in the financial 

statements that would lead a reasonably knowledgeable person to change or 

influence their economic decisions. 

We determined materiality for our audit of the Council’s accounts to be £904,060, 

which is 2% of the Council's gross revenue expenditure. We used this benchmark, 

as in our view, users of the Council's accounts are most interested in how it has 

spent the income it has raised from taxation and grants during the year. 

We also set a lower level of specific materiality for certain areas such as cash, 

senior officer remuneration and related-party transaction disclosures.

We set a lower threshold of £45,203, above which we reported errors to the Audit 

Committee in our Audit Findings Report.

The scope of our audit

Our audit involves obtaining enough evidence about the amounts and 

disclosures in the financial statements to give reasonable assurance that they are 

free from material misstatement, whether caused by fraud or error. 

This includes assessing whether: 

• the Council’s accounting policies are appropriate, have been consistently 

applied and adequately disclosed; 

• significant accounting estimates made by management are reasonable; and

• the overall presentation of the financial statements gives a true and fair view.

We also read the narrative report and annual governance statement to check 

they are consistent with our understanding of the Council and with the accounts 

on which we give our opinion.

We carry out our audit in line with ISAs (UK and Ireland) and the NAO Code 

of Audit Practice. We believe the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our opinion.

Our audit approach was based on a thorough understanding of the Council's 

business and is risk-based. 

We identified key risks and set out overleaf the work we performed in response 

to these risks and the results of this work.
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Audit of  the accounts

Risks identified in our audit plan How we responded to the risk

Valuation of property plant and equipment
The Council revalues its assets on a rolling basis over a five-
year period. The Code requires that the Council ensures that  
the carrying value at the balance sheet date is not materially 
different from current value. This represents a significant 
estimate by management in the financial statements.

� Reviewed management's processes and assumptions for the calculation of the estimate.

� Reviewed the competence, expertise and objectivity of any management experts used.

� Reviewed the instructions issued to valuation experts and the scope of their work.

� Tested the revaluations made during the year to ensure they are input correctly into the Council's asset 
register.

� Discussed with the valuer the basis on which the valuation is carried out and challenged the key 
assumptions.

� Reviewed and challenged the information used by the valuer to ensure it is robust and consistent with our 
understanding.

� Evaluated the assumptions made by management for those assets not revalued during the year and how 
management has satisfied themselves that the carrying value of these assets is not materially different to 
current value.

We did not identify any issues to report.

Valuation of pension fund net liability

The Council's pension fund asset and liability, as reflected in its 
balance sheet, represents a significant estimate in the accounts.

The value of the pension fund net liability is estimated by 
specialist actuaries.

� Reviewed the management processes to ensure the data supplied to the Cumbria Pension Fund is accurate 
and complete. 

� Liaised with the auditor of the Cumbria Pension Fund to understand the controls in place to ensure the data 
supplied to the actuary is accurate and complete.

� Compared the estimates used by the actuary to produce the valuation with actuals available to the Council 
and the Pension fund after the year-end.

� Undertook procedures to understand and assess the assumptions and techniques used by the actuary to 
estimate the value of the pension fund liability.  

� We reviewed the consistency of the pension fund asset and liability and disclosures in notes to the financial 
statements with the actuarial report from your actuary.

We did not identify any issues to report.

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work. 
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Audit of  the accounts

Risks identified in our audit plan How we responded to the risk

Accounting for the impact of flooding 

The recent floods impacted on the Council's financial 
statements, particularly the Collection Fund and the valuation of 
Property, Plant and Equipment. We concluded that as the 
associated transactions were outside the normal course of 
business and the amounts concerned were material to the 
Council, this met the definition of a significant risk.

• We met with officers and reviewed relevant documentation to obtain an overview of the impact of the floods.

• We discussed with officers the different flood relief schemes which the Council established in conjunction with 
Cumbria County Council and central government.

• We agreed the applicable accounting treatment for the flood relief funds established. In particular, we agreed 
whether the Council was acting as principal or agent with regard to those schemes where the funding to make 
payments to businesses or local residents was provided by central government. Transactions where the 
Council is acting as an agent are not recognised in the Authority's comprehensive income and expenditure 
account, in accordance with relevant accounting standards.

• We considered the controls management established to ensure that the impact of the floods was 
appropriately reflected in the Council's accounts.

• We reviewed the claim submitted to the Department for Communities and Local Government in respect of the 
Bellwin Scheme. This scheme reimburses the Council for some of the costs incurred in relation to flooding 
events. We obtained sufficient assurance that the income due to the Council had been recognised in the 
2015-16 statements on an appropriate basis.

• We examined the entries in the Collection Fund in respect of discounts awarded to Council Tax payers and 
Business Rate payers in respect of the schemes established to assist those affected by floods. We obtained 
sufficient assurance that the Council had adhered to guidance issued by DCLG and we were able to trace the 
discounts awarded to relevant supporting evidence. 

• We confirmed the programme of valuations included appropriate coverage of Council assets affected by 
flooding.  

We agreed that, in the interests of transparency, agency transactions relating to flood relief grants should be 
disclosed in the accounts. Additional disclosures have been added to Note 12.
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Audit of  the accounts

Audit opinion

We gave an unqualified opinion on the Council's accounts on  22 September 2016, 

in advance of the 30 September 2016 national deadline.

The Council made the accounts available for audit in line with the agreed 

timetable, and provided a good set of working papers to support them. The 

finance team responded promptly and efficiently to our queries during the course 

of the audit.

Issues arising from the audit of the accounts

We reported the key issues from our audit of the accounts of the Council to the 

Council's Audit Committee on 21 September 2016. 

In addition to the key audit risks reported above, we identified four adjustments 

during our audit. Management agreed to process the required adjustments to the 

disclosure notes in the accounts. 

Annual Governance Statement and Narrative Report

We were also required to review the Council's Annual Governance Statement 

and Narrative Report. Both documents were consistent with the supporting 

evidence provided by the Council and with our knowledge of the Council. 

CIPFA introduced a requirement for local government bodies to produce a 

narrative report this year. This report replaces the explanatory foreword and the 

intention is that the narrative report provides a broader, strategically-focussed 

commentary on the Council's financial position and its financial and non-

financial performance than was the case previously. Management included the 

majority of the content recommended by CIPFA in its narrative report but have 

agreed to consider incorporating more information about the Council's 

organisational structure, its forward plans, particularly with regard to the capital 

programme and the borrowing facilities available to the Council.  

Other statutory duties 

We also have additional powers and duties under the Act, including powers to 

issue a public interest report, make written recommendations, apply to the 

Court for a declaration that an item of account is contrary to law, and to give 

electors the opportunity to raise questions about the Council's accounts and to 

raise objections received in relation to the accounts. We are pleased to confirm 

that we did not have cause to exercise these powers this year. 



© 2016 Grant Thornton UK LLP  |  The Annual Audit Letter for  South Lakeland District Council |  October 2016
8

Value for Money conclusion

Background

We carried out our review in accordance with the NAO Code of Audit Practice 

(the Code), following the guidance issued by the NAO in November 2015 which 

specified the criterion for auditors to evaluate:

In all significant respects, the audited body takes properly informed decisions and deploys resources 

to achieve planned and sustainable outcomes for taxpayers and local people. 

Key findings

Our first step in carrying out our work was to perform a risk assessment and 

identify the key risks where we concentrated our work. Our risk assessment did 

not identify any significant risks pertaining to the Council's arrangements to secure 

value for money. We revisited this assessment before providing our audit opinion 

and were satisfied that it remained appropriate.

Our Audit Findings report agreed with the Council in September 2016 summarised 

the key matters considered when finalising our risk assessment. 

Overall VfM conclusion

We are satisfied that in all significant respects the Council put in place proper 

arrangements to secure economy, efficiency and effectiveness in its use of 

resources for the year ending 31 March 2016.
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Working with the Council

Our work with you in 2015/16

We are really pleased to have worked with you over the past year. We have 

established a positive and constructive relationship. Together we have 

delivered some great outcomes. 

An efficient audit – we completed our audit fieldwork by the end of 

August and provided our audit opinion on 22 September. This was 

consistent with the timetable we agreed with you. Our audit team are 

knowledgeable and experienced in your financial accounts and systems. 

Our relationship with your team provides you with a financial statements 

audit that continues to finish ahead of schedule releasing your finance 

team for other important work. 

Improved financial processes – during the year we reviewed your financial 

systems and processes including employee remuneration, non-pay 

expenditure and property plant and equipment. 

Understanding your operational health – through the value for money 

conclusion we provided you with assurance on your operational 

effectiveness and we discussed and considered the developments most 

likely to impact on the Council's financial health going forward. 

Sharing our insight – we provided regular audit committee updates covering 

best practice. Areas we covered included the following reports produced by 

the firm:

• Innovation in Public Financial Management, 

• Knowing the Ropes – our audit committee effectiveness review;

• Making Devolution Work; and

• Reforging Local Government. 

We have also shared with you our insights on advanced closure of local 

authority accounts, in our publication "Transforming the financial reporting 

of local authority accounts" and will continue to provide you with our 

insights as you bring forward the production of your year-end accounts.

Looking Ahead to 2016/17

We will continue to work with you and support you over the next financial 

year as you work toward bringing forward your audit timetable so that the 

audit can be concluded by 31 July 2017.

Locally our focus will be on:

• An efficient audit – our commitment to delivering an efficient audit will 

include sharing of best practice to help officers to streamline the 

preparation of working papers prepared to support the audit team; and

• Understanding your operational health – we will focus our value for 

money conclusion work on the developments within the Council and the 

sector as a whole most likely to impact on the Council's medium-term 

financial and operational health.  
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Appendix A: Reports issued and fees

Fees

Planned
£

Actual fees 
£

2014/15 fees 
£

Statutory audit of Council 55,851 55,851 79,364

Grant certification (Housing Benefit 
Subsidy)

5,082 TBC 10,060

Total fees (excluding VAT) 60,933 TBC 89,424

We confirm below our final fees charged for the audit and certification of grant claims. No other non-audit services were provided. 

Reports issued

Report Date issued

Audit Plan 5 April 2016

Audit Findings Report 7 September 2016

Annual Audit Letter 27 October 2016

The 2015/16 fee reduced compared to the prior year as a result of a reduction in 

the scale fee announced by Public Sector Audit Appointments Ltd (PSAA). This 

followed a national procurement exercise and the reduction was applied across 

the sector. Additionally, the scale fee for the Council was reduced by £3,672 in 

January 2016 from that originally proposed by PSAA to reflect the fact that the 

Council no longer produces Group Accounts and has transferred its local 

authority housing stock. The reduction in fee was reflected in the Audit Plan 

issued in April 2016. 

Our certification work on the Council's claim for housing benefit subsidy is 

ongoing. We will confirm the final fee in respect of this work after the certified 

claim has been submitted to the Department for Work and Pensions. 
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