Public Document Pack

Tendring

District Council

IAN DAVIDSON, CHIEF EXECUTIVE, TOWN HALL, STATION ROAD, CLACTON-ON-SEA, ESSEX, CO15 1SE. TELEPHONE (01255) 686868

AUDIT COMMITTEE

Councillor Sudra
Councillor Lennard
Councillor Fairley

DATE: Thursday, 13 July 2023
TIME: 10.30 am
VENUE: Committee Room - Town Hall,
Station Road, Clacton-on-Sea, CO15
1SE
MEMBERSHIP:

Councillor Platt
Councillor Steady

Chief Executive
lan Davidson

www.tendringdc.gov.uk
Minicom: 01255 475566

VANIOV


http://www.tendringdc.gov.uk/

Most Council meetings are open to the public and press. The space for
the public and press will be made available on a first come first served
basis. Agendas are available to view five working days prior to the
meeting date and the Council aims to publish Minutes within five working
days of the meeting. Meeting papers can be provided, on request, in large
print, in Braille, or on disc, tape, or in other languages.

This meeting will be filmed by the Council for live and/or subsequent
broadcast on the Council’s website. The whole of the meeting will be
filmed, except where there are confidential or exempt items, and the
footage will be on the website for up to 24 months (the Council retains
one full year of recordings and the relevant proportion of the current
Municipal Year). The Council will seek to avoid/minimise footage of
members of the public in attendance at, or participating in, the meeting.
In addition, the Council is obliged by law to allow members of the public
to take photographs, film, audio record and report on the proceedings at
public meetings. The Council will only seek to prevent this should it be
undertaken in a disruptive or otherwise inappropriate manner.

If you have any queries regarding webcasting or the recording of
meetings by the public, please contact Keith Durran Email:
kdurran@tendringdc.gov.uk or Telephone on 01255 686585

DATE OF PUBLICATION: Wednesday, 5 July 2023




AGENDA

7 External Auditors Update (Pages 1 - 6)

The Committee will receive an oral update from our External Auditors.

With the addition of a late report.



Date of the Next Scheduled Meeting

The next scheduled meeting of the Audit Committee is to be held in the Committee Room
- Town Hall, Station Road, Clacton-on-Sea, CO15 1SE at 10.30 am on Thursday, 28
September 2023.

Information for Visitors

FIRE EVACUATION PROCEDURE

There is no alarm test scheduled for this meeting. In the event of an alarm sounding, please
calmly make your way out of any of the fire exits in the hall and follow the exit signs out of the
building.

Please heed the instructions given by any member of staff and they will assist you in leaving the
building and direct you to the assembly point.

Please do not re-enter the building until you are advised it is safe to do so by the relevant member
of staff.

Your calmness and assistance is greatly appreciated.
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SUMMARY OF PROGRESS ON 2020-21AUDIT

Summary

The purpose of this report is to provide the Audit Committee with an update on the progress of our audit on the Council’s 2020/21 financial statements.
The majority of our work on the Council’s finance statements is now substantially complete. However, a small humber of matters related to the
valuation of property plant and equipment assets remain unresolved, and we have out a summary of these below.

Outstanding issues

1. Other Land and Buildings valued at Depreciated Replacement Cost (DRC) (Gross book value £53.38m, net book value £53.29m)

Comprising leisure centres, crematorium, public conveniences and seafront shelters valued on the basis of their DRC using gross internal area (GIA),
estimated rebuild costs, and land value. This valuation is then reduced to reflect the age and remaining useful economic life of the building.

or assets valued on the basis of their DRC, the Council have been unable to provide us with floor plans to enable us to test the GlAs used in
Qletermining the valuation of these assets. Existing floor plans were not retained by the Council and remain with the Council’s previous valuers. The

IAs are key inputs to the valuation of these assets and in the absence of these floor plans, we have insufficient evidence on which to test the valuation

f these assets. We will discuss with the Council what further evidence the Council can provide to support the valuation of these assets.

2. Infrastructure assets (Gross book value £56.3m, net book value £36.9m)

These assets consist of coastal protection schemes. The Council have provided historic cost records to support the gross book value, and then
depreciated these assets over an estimated 20-year useful economic life.

To support the estimated useful life of these assets, the Council have provided evidence from an external third party, supplemented by a sensitivity
analysis. We are in the process of reviewing the information provided.
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YEAR ENDED 31 MARCH 2021

WORK COMPLETED

» Fieldwork and majority of audit testing
completed

» Financial statements reviewed and proposed
amendments provided to management

¢ abed

INFORMATION REQUIRED FROM THE COUNCIL TO
RESOLVE OUTSTANDING ISSUES

Further information is required to
substantiate the GIA used in the valuation of
other land and buildings

Council to respond to any further requests
for evidence to support the valuation of
coastal defence assets classified as
Infrastructure assets

Council to respond to any additional
requests for information to support our use
of resources assessment, fraud review, and
subsequent events testing.

Revised set of financial statements to be
prepared incorporating BDO’s proposed
amendments to the draft financial
statements

vV v.v. v .Yy

BDO WORK TO COMPLETE

Completion of testing over GIA used in the
valuation of other land and buildings

Completion of testing over coastal defence
assets classified as Infrastructure assets

Completion of our review of identified fraud
instances

Completion of use of resources work
Completion of subsequent events testing
Review of amended draft financial statements
Completion of internal quality control reviews

Receipt and review of management
representation letter

Completion of whole of governments accounts
review
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APPENDIX 1 - NATIONAL PICTURE

To provide further context for Members we have set out below a summary of the Issues that have contributed to the delay in completion
= of local authority audits, and the position on audit sign-offs across all local authority audits for all suppliers.

Backlog initially created during Covid and lockdown that has not been recovered

Enhanced quality requirements following well publicised audit failures within the private sector
Implementation of new auditing standards

Infrastructure accounting and inadequate historical records for highways and infrastructure spend

Increased complexity of group structures, nature of transactions, and asset ownership, including the acquisition of investment property for
income generation purposes (though we recognise that this specific point does not apply to the Council)

Difficulty recruiting auditors to the sector.

2019/20 2021/22

Only 45% of 2019/20 local government bodies received an audit Only 12% of 2021/22 local government bodies received an audit
opinion by the extended deadline of 30 November 2020 and 44 (9%) opinion by the extended deadline of 30 November 2022 and 347
had still not received the audit opinion by 31 March 2023. opinions (74%) remained outstanding at 31 March 2023.

2020/21 Redmond review

Only 9% of 2020/21 local government bodies received an audit Limited progress has been made against the Redmond review

opinion by the extended deadline of 30 September 2021 and 145 recommendations to improve local public audit. The Financial

(31%) had still not received the audit opinion by 31 March 2023. Reporting Council (FRC) has recently taken on the role of shadow
system leader and a memorandum of understanding setting out the
FRC’s responsibilities in this role was agreed with DLUHC in March
2023.
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