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KPMG

This report summarises the

key findings from our
2013/14 audit of Lancaster
City Council (the Authority).

Although this letter is
addressed to the Members
of the Authority, it is also
intended to communicate
these issues to key external
stakeholders, including
members of the public.

Our audit covers the audit of
the Authority’s 2013/14
financial statements and the
2013/14 VFM conclusion.
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Headlines

We issued an unqualified conclusion on the Authority’s arrangements to secure value for money (VFM conclusion) for
2013/14 on 17 September 2014. This means we are satisfied that you have proper arrangements for securing
financial resilience and challenging how you secure economy, efficiency and effectiveness.

To arrive at our conclusion we looked at your financial governance, financial planning and financial control processes,
as well as how you are prioritising resources and improving efficiency and productivity.

We identified a number of significant risks to our VFM conclusion and considered the arrangements you have put in
place to mitigate these.

Our work identified the following:

The organisation has robust systems and processes to manage effectively financial risks and opportunities, and
to secure a stable financial position that enables it to continue to operate for the foreseeable future.

The organisation is prioritising its resources within tighter budgets, for example by achieving cost reductions and
by improving efficiency and productivity.

We have concluded that the Authority has made proper arrangements to secure economy, efficiency and
effectiveness in its use of resources.

We issued an unqualified opinion on your financial statements on 17 September 2014. This means that we believe
the financial statements give a true and fair view of the financial position of the Authority and of its expenditure and
income for the year.

We identified one significant audit risk during the audit and reported this to the Audit Committee in our Audit
Highlights Memorandum. A summary of this risk and our findings is detailed below:

As a result of the introduction of the Business Rates Retention Scheme, the Authority was required to recognise a
provision within the financial statements which estimates the potential cost of outstanding business rate appeals
up until 31 March 2014. As the calculation of the provision required management to make significant assumptions
and judgements in relation to Lancaster’s hereditaments under appeal, in particular, the two power stations,
management chose to use an expert, Inform-CPlI, to assist them in calculating the provision. Following our audit
work, we were satisfied with the basis of the estimate for the NNDR provision included within the financial
statements.

We reviewed your Annual Governance Statement and concluded that it was consistent with our understanding.

document is confidential and its circulation and use are restricted. KPMG and the KPMG logo are registered trademarks of KPMG International Cooperative, a Swiss entity.




KPMG

We provide a summary of

our key recommendations in
Appendix 1.

All the issues in this letter
have been previously
reported. The detailed
findings are contained in the
reports we have listed in
Appendix 2.

Section one

Headlines (continued)

We reviewed the consolidation pack which the Authority prepared to support the production of Whole of Government
Accounts by HM Treasury. We reported that the Authority’s pack was consistent with the audited financial
statements.

No high priority recommendations were identified as a result of our 2013/14 audit work. Lower priority
recommendations have been reported, as appropriate, in our Audit Highlights Memorandum.

We issued our certificate on 17 September 2014.

The certificate confirms that we have concluded the audit for 2013/14 in accordance with the requirements of the
Audit Commission Act 1998 and the Audit Commission’s Code of Audit Practice.

Our proposed final fee for 2013/14 is £82,881. excluding VAT. This represents a £5,931 increase on the planned
audit fee (£76,950) due to the additional work required as part of the audit. Audit Commission fee variations have
been raised for the additional work; further detail is contained in Appendix 2.
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This appendix summarises

the reports we issued since
our last Annual Audit Letter.

Appendices

Appendix 1. Summary of reports issued

External Audit Plan (April 2014)

The External Audit Plan set out our approach to the
audit of the Authority’s financial statements and to
work to support the VFM conclusion.

Audit Fee Letter (June 2014)

The Audit Fee Letter set out the proposed audit
work and draft fee for the 2014/15 financial year.

—

Auditor’s Report (September 2014)

The Auditor’s Report included our audit opinion on
the financial statements, our VFM conclusion and
our certificate.

2014

January

February

March

April

May

June

July

August

September

October

November

Certification of Grants and Returns

(January 2014)

This report on summarised the outcome of our
certification work on the Authority’s 2012/13 grants
and returns.

Report to Those Charged with Governance
(September 2014)

The Report to Those Charged with Governance
summarised the results of our audit work for
2013/14 including key issues and recommendations
raised as a result of our observations.

We also provided the mandatory declarations
required under auditing standards as part of this

«—_| report.

Annual Audit Letter (October 2014)

This Annual Audit Letter provides a summary of the
results of our audit for 2013/14.
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m Appendices
Appendix 2: Audit fees

This appendix provides To ensure openness between KPMG and your Audit Committee about the extent of our fee relationship with you, we have summarised the

e EiTel GIn G el fees outturn against the 2013/14 planned audit fee.

for 2013/14. External audit

Our proposed final fee for 2013/14 audit of the Authority is £82,881, excluding VAT. This represents a £5,931 increase on the planned audit fee
of £76,950. Three Audit Commission fee variations have been raised for the additional fee, one of which has been approved and the other two
are currently being reviewed. The fee variations are a result of:

= additional work in relation to a request for a public interest investigation and report. £3,462 fee variation approved;

= the additional risk-based work required to obtain assurance over the NNDR appeals provision included in the 2013/14 financial statements.
£1,569 fee variation under review; and

= the additional work we have undertaken on the financial statements audit, as a result of not certifying LAO1 (the NNDRS3 return). £900 fee
variation under review.

We will only invoice the outstanding fee variations once the Audit Commission has approved them.

Certification of grants and returns

Our grants work is still ongoing and the fee will be confirmed through our report on the Certification of Grants and Returns 2013/14 which we are
due to issue in January 2015.
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