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External audit is an essential element in the process of accountability for public
money and makes an important contribution to the stewardship of public resources
and the corporate governance of public services.

Audit in the public sector is underpinned by three fundamental principles:
e auditors are appointed independently from the bodies being audited,

o the scope of auditors' work is extended to cover not only the audit of financial
statements but also value for money and the conduct of public business; and

« auditors may report aspects of their work widely to the public and other key
stakeholders.

The duties and powers of auditors appointed by the Audit Commission are set out in
the Audit Commission Act 1998 and the Local Government Act 1999 and the
Commission's statutory Code of Audit Practice. Under the Code of Aydit Practice,
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Introduction

This plan has been developed by the Relationship Manager and the appointed
auditor. It sets out the audit and inspection work that we propose to undertake for
the 2008/09 financial year. The plan is based on the Audit Commission’s
risk-based approach to audit planning and the requirements of moving towards
Comprehensive Area Assessment (CAA). It refiects:

* audit and inspection work specified by the Audit Commisgion for 2008/09;
e current national risks relevant to your iocal circumsta

e your local risks and improvement priorities.

During 2008/09, the role of Relationship Manager & placed by the post of
Comprehensive Area Assessment Lead (CAA P spovide the focal

point for the Commission’s work in your locaglarg AR prQcess, and
ensure that the combined inspection prog p es is
tailored to the level and nature of risk fq constituent\ypdblic

bodies. The Commission has become tha f gatekeeper of all inspection
activity involving local authorities.

As the Audit Commission's CAAL i i ponsibility for the delivery of
the planned inspection work. v

As KPMG LLP has n/o!.-yet\gompl jccounts Audit for 2007/08, the audit
planning process for 2008/ i

information and fee
necessary.

plan will bekept under review and updated as

Runnymede Borough Council
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Responsibilities
5 KPMG LLP and the Audit Commission comply with the statutory requirements
governing our audit and inspection work, in particular:
* the Audit Commission Act 1998;
» the Local Government Act 1999 (best value inspection and audit); and
o the Code of Audit Practice.

6 The Code of Audit Practice (the Code) defines auditors’ rg
to:

phsibilities in relation

o the financial statements (inciuding the annual 2 statement); and
» the audited body’s arrangements for securipgngtonomy, ency and
effectiveness in its use of resources.
7 The Audit Commission’s Statement of Re pf Audited
Bodies sets out the respective responsih ditor and the Council. The
Audit Commission has issued a copy of the t to every audited body.

ponsibilities of auditors and of
is undertaken in the context

8 The Statement summarises where the differe
the audited body begin and erfd, @nd-sur audit
of these responsibilities.
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Fee for audit and inspection work

The details of the structure of scale fees are set out in the Audit Commission’s
work programme and fee scales 2008/09. Scale fees are based on a number of
variables, including the type, size and location of the audited body.

The total indicative fee for the audit and inspection work included in this audit and
inspection plan for 2008/09 is for £85,869 which compares to the actual fee of
£93,173 for 2007/08.

A summary of this is shown in the table below. The fee is dejermined by audit
risks identified, mandated work and basic assumptions/A detailed breakdown of
the audit and inspection fee is included in Appendix

Audit area : Planned fee

Totalauditfee ~ £89,300

Total inspection fee  £6,5

Certification of claims  £41,0
and returns

and comptexity at’a particular body.

It is a matter for the auditor to determine the work necessary to complete the
audit and, subject to approval by the Audit Commission, to seek to agree an
appropriate variation to the scale fee with the Council. The Audit Commission
expects normally to vary the scale fee by no more than 30 per cent (upwards or
downwards). This fee then becomes payable.

We plan to carry out an additional piece of work across the County of Surrey,

involving the PCT, the County Council and District Councils, looking at access to
services. This piece of work will support our Vaiue for Money conclusion and use
of resources scores and we have included two days in the Council’s pian for this.

Runnymede Borough Council
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Specific actions Runnymede Borough Council
could take to reduce its audit and inspection fees

The Audit Commission requires its auditors to inform a counci! of specific actions
it could take to reduce its audit and inspection fees. Throughout the course of our
audit and inspection work KPMG LLP and the Audit Commission will seek to
identify opportunities for the Council to reduce its audit and ifispection fees. We
will discuss these with management following the completiop’of each element of
the audit and inspection plan.

why the fee needs to change f
Committee.

Runnymede Borough Council
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Auditor’s report on the financial
statements

20 KPMG LLP are required to issue an audit report giving:

» An opinion on whether the financial statements present fairly the financial
position of the Council as at 31 March 2009; and

er arrangements to
esources.

» A conclusion on whether the Council has put in place prop
secure economy, efficiency and effectiveness in its usg

Financial statements
21 KPMG LLP has not provided a detailed risk ag

its risk based approach to the audit of the
2008.

VFM conclusion

22 Inreaching a VFM concl
the Council’'s perfor!
arrangements.
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Use of resources

This will be the first year of a new use of resources assessment which will form
an element of the CAA framework. The Audit Commission has specified that
auditors will complete a use of resources assessment for 2008/09.

There have been significant changes to the criteria for 2008/09, Appendix 1

outlines the criteria assessed as part of our use of resources work and our VFM
conclusion. For each of the significant risks identified in relation to our use of
resources work, we consider the arrangements put in placg’by the Council to
mitigate the risk, and plan my work accordingly.

an additional review in this area - in conjunctioprW
across Surrey, focusing on access to servicg
resources review.

Use of Resources work require
your 2009/10 audit plan.

Runnymede Borough Council
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Mandated work

27  As part of the audit, the mandated work programme comprises:
* data quality;
+ whole of government accounts; and
¢ National Fraud Initiative.
Appendix 1 highlights the work to be undertaken.

Runnymede Borough Council
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CPA and inspection

28 From April 2008, the Audit Commission, jointly with the other public service
inspectorates, will be implementing Comprehensive Area Assessment (CAA).
Therefore, 2008/08 is the last year in which corporate assessments and

programme service inspections will be undertaken as part of the CPA framework.

29 The Audit Commission’s CPA and inspection activity is underpinned by the
principle of targeting our work where it will have the greatest effect, based upon
assessments of risk and performance.

Commission's
categorised as
mprise only the

30 The Council's CPA category is, therefore, a key driver j
inspection planning process. For CPA 2006, the Couficihw
excellent. Consequently my inspection activity in
mandatory work that we carry out at all councn

Table2  Summary of mspect<ﬁ§€tlwty \>

Inspectlon activity Reason\lqg Q/

Relat'onshlp Manager (RM) as the ission’s primary point of
role o ith the Bouncil and the interface at
en the Commission and
' h rates, government offices
//\\ 3nd pfher key stakeholders.
Dnrectvon of trav ual assessment carried out by the
assessmen RM\of\how well the Council is securing

itt'be reported in the 2007-08 annual audit
and inspection letter. The DoT assessment
summary will be published on the
Commission’s website.
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Additional services work

31 Under section 35 of the Audit Commission Act 1998, the Commission may
undertake additional services work at the request of the audited body.

32 We are not proposing to do any additional services work at Runnymede Borough
Council during 2008/08.

Runnymede Borough Council
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The audit and inspection team

33 The key members of the audit and inspection team for the 2008/09 audit are
shown in the table below.

Table 3 Audit and inspection team

Name Contact details Respo )@Iltles

Paul Chambers p-chambers@audit- irgary point of contact
Relationship commission.gov.uk } thority and the
Manager/CAAL 01483 242344 e local level

the other inspectocates,
governmento isesand other
akeholders

Neil Thomas nenl thomas@kpmag® o\xls//
Director 0207 31 delivery of the audit including

. quality of outputs, signing
inion and conclusion, and
with the Chief Executive

ommlttee

Manages and co-ordinates the
different elements of the audit
work. Key point of contact for
the Dlrector of Fmance

Katy BaII
Audit Mana

Runnymede Borough Council
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Quality of service

KPMG LLP and the Audit Commission are committed to providing you with a high
quality service. If you are in any way dissatisfied, or would like to discuss how we
can improve our service, please contact your CAAL or Appointed Auditor in the
first instance. Alternatively, you may wish to contact Chris Westwood the Audit
Commission's local Head of Operations. For any complaints concerning audit
work, you may wish to contact Neil Thomas or KPMG LLP's national contact
partner for Audit Commission work, Trevor Rees (trevor.rees@kpmg.co.uk).

If we are unable to satisfy your concerns, you have the sight to make a formal
complaint to the Audit Commission. The complaints progedure is set out in the
leaflet ‘Something to Complain About’, which is av, B from the Commission’s

Planned output

Audit and Inspe€

Table 4 Planned o

Responsibility
" CAA Lead & KPMG

0 September 2009  KPMG

31 December2008  KPMG
30 September 2008  CAAL
31 December 2009 KPMG

Runnymede Borough Council
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Appendix 1 — Work under the Code of Audit
Practice

Financial statements

1 KPMG LLP will carry out an audit of the financial statements in accordance with
International Standards on Auditing (UK and Ireland) issued by the Auditing Practices
Board (APB).

2 KPMG LLP are required to issue an opinion on whether thefinancial statements
present fairly, in accordance with applicable laws and regllafons and the Statement of
Recommended Practice on Local Authority Accounting’inAf d Kingdom 2008,
the financial position of the Council as at 31 March
expenditure for the year.

been presented in accordance with relevag
meet these requirements or if the Annual

whether the Council
efficiency and effect

purces assessment

7 The assessment will emphasise the importance of improved value for money
outcomes for iocal people. It is based on wider considerations other than cost and
performance. It will also look at how commissioning and procurement are improving
efficiency and how non-financial resources are used to support value for money.

8 The work required to arrive at the use of resources assessment is fully aligned with
that required to arrive at the auditor’s value for money conclusion.

Runnymede Borough Council
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9 The overall judgement will be based upon the evidence from three themes scored by
the auditor and will give particular emphasis to the value for money outcomes being
achieved. The assessment criteria below is based on our current proposals as outlined
in our consultation document.

Table 5 Use of resources assessment criteria

Managlng money » Financial health

+ Financial planning

e Understanding costs

e Financial monitoring and
¢ ..Financial reporting _
Managing the business - o Leadership

s Risk
._s  Ethical beh .
Managing other resources o atural resources

10

11

12

o Stage 1 - mahagement arrangements;

o Stage 2 — analytical review; and

e Stage 3 - risk-based data quality spot checks of a sample of performance
indicators.

13 Work will be focused on the overall arrangements for data quality, particularly on the
responsibility of the Council to manage the quality of its data.

Runnymede Borough Council
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KPMG LLP's fee estimate for this work reflects an assessment of risk in relation to the
Council's data quality arrangements and performance indicators. This risk assessment
may change depending on the assessment of your overall management arrangements
at stage 1 and KPMG LLP will update its plan accordingly, including any impact on the
fee.

Whole of government accounts

KPMG LLP is required to review and report on your WGA consolidation pack in
accordance with the approach agreed with HM Treasury and the National Audit Office.

National Fraud Initiative

The Council participates in the National Fraud Initiati i e Audit
Commission’'s computerised data matching exerp
perpetrated against public bodies. This work wf
appointed to assist in the audit of the Coung
3(9) of the Audit Commission Act 1998).

LLP staff
yith section

Certification of gran

KPMG LLP will continue to certify ¥
basis:

Runnymede Borough Council
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Appendix 2 — Basis for fee

1 KPMG LLP and the Audit Commission are committed to targeting its work where it will
have the greatest effect, based upon assessments of risk and performance. This
means planning audit work to address areas of risk relevant to their audit
responsibilities and reflecting this in the audit fees charged. It also means making sure
that audit and inspection work is coordinated with the work of other regulators, and that
our work helps you to improve.

2 Ourrisk assessment process starts with the identification of the significant financial
and operational risks applying at the Council with reference t

* our cumulative knowledge of the Council;
¢ planning guidance issued by the Audit Commissi
¢ the specific results of previous and ongoing a

o the Council's strategic risk register;
¢ interviews with Council officers;
e liaison with internal audit; and

prompt resporises will be provided to draft reports; and

e additional work will not be required to address questions or objections raised by
local government electors.

4 Where these assumptions are not met, KPMG LLP or the Audit Commission will be
required to undertake additional work which is likely to result in an increased audit fee.

5 Any changes to this plan will be agreed with you. These may be required if:
+ new residual audit risks emerge;

« additional work is required by the Audit Commission, KPMG LLP or other
regulators; or

Runnymede Borough Council
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+ additional work is required as a result of changes in legislation, professional
standards or as a result of changes in financial reporting.

6 Below is a detailed breakdown of the audit and inspection fee for 2008/09.

7 The audit fee (plus VAT) will be charged in two equal instaiments in October 2008 and
March 2009. The inspection fee (plus VAT) will be charged in one instalment in
September 2008.

Table 6 Detailed audit and inspection fee

Audit area Planned fee
2008/09

Audlt
| Fmancnal statem_e_n_ts: a £57000
Use of resources - -é1é;000
Data quality £11500

£2,800

Whole of government
accounts

Natlonal Fraud Inmatlve
Total audit fee

Inspection //\\ \
Rel'ati-ohship' }é
management
DlrecWI\\
S?v/n_c_ ]nspe&a\\ N\ £"
g V _
Cbrg te mspectloﬁ) \ £0 £0
Total 'W / tesee  £6.490

Total audit a spection fee
-  £95869  £93,173
Certification of claims £41,000 £40,000

and returns (estimate)

Runnymede Borough Council
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Appendix 3 — Independence and objectivity

We are not aware of any relationships that may affect the independence and objectivity
of the Audit Commission or KPMG LLP staff, which we are required by auditing and
ethical standards to communicate to you.

KPMG LLP and the Audit Commission comply with the ethical standards issued by the
APB and with the Commission’s requirements in respect of independence and
objectivity as summarised below.

Auditors appointed by the Audit Commission are required tg
Commission’s Code of Audit Practice and Standing Guidg
defines the terms of my appointment. When auditing the

pply with the
g’for Auditors, which
pancial statements auditors

udit Practice has an overriding general requirement that
out their work independently and objectively, and ensure that
Ay that might glve rise to, or could reasonably be percelved to

avoid enten g mtd anly official, professmna! or personal relationships which may, or
could reasonably be perceived to, cause them inappropriately or unjustifiably to limit
the scope, extent or rigour of their work or impair the objectivity of their judgement.

The Standing Guidance for Auditors includes a number of specific rules. The key rules
relevant to this audit appointment are as follows:

Runnymede Borough Council
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* appointed auditors should not perform additional work for an audited body
(ie work over and above the minimum required to meet their statutory
responsibilities) if it would compromise their independence or might give rise to a
reasonable perception that their independence could be compromised. Where the
audited body invites the auditor to carry out risk-based work in a particular area
that cannot otherwise be justified as necessary to support the auditor's opinion and
conclusions, it should be clearly differentiated within the Audit and Inspection Plan
as being ‘additional work’ and charged for separately from the normal audit fee;

e auditors should not accept engagements that involve commenting on the
performance of other auditors appointed by the Commissién bn Commission work
without first consulting the Commission;

» the Appointed Auditor responsible for the audit shou

but the most

* the Appointed Auditor and members of thenaudit tgam must abide by the
Commission’s policy on gifts,

Runnymede Borough Council
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Appendix 4 — Working together

Meetings

1 The audit team will maintain knowledge of your issues to inform our risk-based audit

through regular liaison with key officers.

proposal for this is as follows:

2 The meetings will be organised by the Audit Commission %MG LLP and our

Table 7
Cbunvciii ofﬁ_cers

Chief Executive
Director of
Resources and other
Directors

“Head of Corporate
Policy and
Performance

Head of Finance /A and a}w ac
)
< .

Proposed meetings with officers

Audit Commission
staff

Audit Director (AD)

Audit Manager (AM)
Comprehensive Area
Assessment Lead
(CAAL)
Local Performan
Lead (LPL)

AM and LPL

General update plus:

e April - Audit and
Inspection Plan

e June - accounts
progress and VFM

following interim audit Update on audit and

opinion issues

\fingncial statements

Chief internal A(fdi%\WT Wto twice per year ; Upd'ate on audit
) _ progress and issues

N

Audit Committee

AM, with TL

Up to twu:e per )-(-é-a'r Formal reporting of:

* Auditand
Inspection Plan;

s Annual
governance report;

e Annual Audit
Letter; and

» otherissues as
appropriate.

Runnymede Borough Council
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Sustainability

3 The Audit Commission is committed to promoting sustainability in our working
practices and we will actively consider opportunities to reduce our impact on the
environment. This will include:

e reducing paper flow by encouraging you to submit documentation and working
papers electronically;

e use of video and telephone conferencing for meetings a
e reducing travel; and
o other initiatives.

Runnymede Borough Council




