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EXTERNAL AUDITORS’ ANNUAL RESULTS REPORT -
2018/19 ACCOUNTS

Presented by the Director of Finance & Resources

SUMMARY

Members of the Audit Commitiee considered the unaudited financial statements
(Paper AUD/103/19) at ‘the July Committee. This paper presents the external
auditors’ report to Members - the Audit Results Report following conclusion of the
2018/19 audit of the Authority’s Financial Accounts.

“The Audit Results Report is set out in Appendix A to this report. Subject to the

satisfactory resolution of one outstanding ltem as set out in the executive summary
the auditors expect to give an unqualified opinion. Paragraph 9 of this report
highlights the auditor’s intention to request a varistion to the base fee of £14,337 with
the reasons for variation set out in the Audit Results Report at Appendix A to this
report. Officers have set out why this is not acceptable to the Authority and will write
to Public Sector Audit Appointments to oppose any variation. Neil Harris (Director),
will be at the meeting to present his report and answer questions as required.

Members will recall that Ernst & Young were appointed as the Authority’s external

auditor for five years from 2018/19 to 2022/23.

RECOMMENDATION
" Members Note (1) the 201819 External Auditors’ Audit Results
Report for the Authority set out in Appendix A to
this report.
BACKGROUND

1  The role of the external auditor is to provide an independent assessment of how
the Authority is dlscharging its responsibllity for the stewardship of public
money, -an audit opinion upon the Authority's financial statements as well as
glvmg a view on proper arrangements within the Authority for securing economy,
efficiency and effectiveness in the use of resources. The auditors’ conclusions
are reported in their Audit Results Report {ARR) which summarises their work
and recommendations.
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AUDIT RESULTS REPORT 2018/19

2 The draft ARR for 2018/19 was received on 9 September 2019 and is
attached as Appendix A to this report. The auditors will take Members through
their report. The auditors expect to give an unqualified opinion on the financial
statements and conclude that appropriate arrangements are in place Iin
relation to the value for money conclusion.

3 Members should note that within the auditor’s report they have estimated the
potential impact of the McCloud judgment and the Guaranteed Minimum
Pension (GMP) on the net pension liability (£811k). The auditor notes that this
falls below their tolerable error and audit materiality levels. This has not been
adjusted in the balance sheet.

The reasons for non-adjustment are that IAS19 requires the Authority to place
a best estimate value on liabilities and costs. Given the current uncertainty
about the range of potential remedies in relation to the McCloud judgment, the
best estimate is almost impossible to define and would require some
judgement. In the view of our actuary the remedy carried out may be different
from assumptions being made and therefore the impact on the liabilities and
service cost may be significantly different than that estimated.

The Local Pension Partnership have also advised that their assumption for
increases on GMP is that full pension increases on the GMP element of a
member's pension are paid for by the Fund and therefore they don't expect
the liabilities shown in their report to be affected by the outcome of the
Indexation and equalisation of GMP in the public service pension schemes
consultation. The Lloyds ruling does not currently affect the Local Government
Pension Scheme and therefore they believe there isn't any reason or
evidence to take any further action relating to GMP equalisation at this stage.

4 The comments made by the auditor should be viewed in the context of the
whols internal control framework. The Authority has robust systems of control
verified by Mazars (the Authority’s internal auditors) who review the
Authority’s core systems. In all cases a full/substantial assurance was
reported to Members in June this year (paper AUD/98/19) for the core
systems.

5 Further assurance is derived from the External Auditor who has carried out full
substantive testing to address the risks identified in their Audit Plan and they
have gained the required assurance to mitigate against a material
misstatement in the Authority’s financial statements.

6 Currently there are no further matters to report.
ENVIRONMENTAL IMPLICATIONS

7 There are no environmental implications arising directly from the
recommendations in this report.

EQUALITY IMPLICATIONS

8 There are no equality-implications arising directly from the recommendations in
this report.
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FINANCIAL IMPLICATIONS

10

11

Page 32 of the ARR sets out the auditor’s fee for completion of their work which
is set at £14,337. The auditor will be requesting a variation to this fee based
upon the items set out in his note to the fee analysis. Members will need to
consider this and what if any representations they wish to make to Public Sector
Audit Appointments (PSAA) regarding any variation to the fee. Points for
Members to consider are: -

o the length of time (and delay) taken in dslivering the Audit that caused
significant additional work for Authority staff through lack of continuity. and
repeat queries. The Authority would view this as an area that Emst & Young
should take full responsibility for and recognise ahead of claiming additional
fees — (this is no reflection on the individuals who subsequently delivered the
audit) but a critical agssessment from the Authority’s perspectlve of Emst &
Young's abiiity to plan and deploy sufficient resources in a timely manner for
the audit contract with ourselves and other authorities generally;

o the involvement of Emst & Young Real Estates resulted .in some
repeat queries that were disclosed in previous years; additional costs
incurred to the Authority as our appointed surveyors continued to respond to
ongoing and intermittent queries (probably due to the resources point above)
up to the end of August;

o the McCloud judgment estimate came at a direct cost to the Authority;

* new accounting requirements, risks identified and resolving, documenting
and reporting errors within the financial statements would seem to be one of
the purposes of an Annual Audit and not something that should be wrapped
up in additional fees unless the volume and complexity of such errors were.
so significant and beyond the norm that a reasonable person would expect.

If Members accept the ARR then the Director of Finance & Resources and the
Audit Committee Chairman will be required to sign off the .accounts and the
Letter of Representation set out at Appendix B to this report.

A full set of audited accounts will be published on the Authority’s website when
the Audit Director issues his formal opinion and the accounts are signed off.

HUMAN RESOQURCE IMPLICATIONS

12

There are no human resource implications arising directly from the:
recommendations in this report.

LEGAL IMPLICATIONS

13.

There are no legal implications arising directly from the recommendations in this
report.

RISK MANAGEMENT IMPLICATIONS

14

There are no risk implications arising directly from the recommendations in this
report.
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Author. Simon Sheldon, 01992 709 859, ssheldon@leevalleypark.org.uk

BACKGROUND REPORTS

Final Accounts (Electronic) Working Files June 2019

APPENDICES ATTACHED

Appendix A Audit Results Report (2018/19 accounts)
Appendix B draft Letter of Representation

PREVIOUS COMMITTEE REPORTS

Audit Committee AUD/103/19 Unaudited Accounts
2018/19

Audit Committee AUD/98/19  Annual Report on the
Work of Internal Audit
2017/18 & Audit Plan
2018/19

Audit Committee AUD/96/19 External Audit 2018/19 —
Audit Plan

LIST OF ABBREVIATIONS
ARR Audit Results Report

GMP Guaranteed Minimum Pension
PSAA Public Sector Audit Appointments

04 July 2018
20 June 2019

14 February 2019
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Regional Park Authority

Neil Harris

Associate Partner 19 September 2019
Emst & Young LLP

400 Capability Green E-mail:ssheldon@leevalleypark.org.uk
Luton Direct line 01992 709859
LU1 3LU

Letter of Representations: Financlal Statements

This letter of representations is provided in connection with your audit of the financial
statements of Lee Valley Regional Park Authority (“the Authority”} for the year ended
31 March 2019. We recognise that obtaining representations from us concerning the
information contained in this letter is a significant procedure in enabling you to form
an opinion as to whether the financial statements give a true and fair view of the
Authority financial position of Lee Valley Regional Park as of 31 March 2019 and of
its income and expenditure for the year then ended in accordance with CIPFA
LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2018/19.

We understand that the purpose of your audit of our financial statements is to
express an opinion thereon and that your audit was conducted in accordance with
International Standards on Auditing (UK), which involves an examination of the
accounting system, internal control and related data to the extent you considered
necessary in the circumstances, and is not designed to identify - nor necessarily be
expected to disclose - all fraud, shortages, errors and other irregularities, should any
exist.

Accordingly, we make the following representations, which are true to the best of our
knowledge and belief, having made such inquiries as we considered necessary for
the purpose of appropriately informing ourselves:

A. Financial Statements and Financlal Records

1. Wae have fulfilled our responsibilities, under the relevant statutory authorities, for
the preparation of the financial statements in accordance with the Accounts and
Audit Regulations 2015 and CIPFA LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2018/19.

2. We acknowledge, as members of management of the Authority, our
responsibility for the fair presentation of the financial statements. We believe the
financial statements referred to above give a true and fair view of the financlal
position, financial performance {or results of operations) and cash flows of the
Authority in accordance with the CIPFA LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2018/19, and are free of material
misstatements, including omissions. We have approved the financial
statements.
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3. The significant accounting policies adopted in the preparation of the financial
statements are appropriately described in the financial statements.

4, As members of management of the Authority, we believe that the Authority has a
system of internal controls adequate to enable the preparation of accurate
financial statements in accordance with the CIPFA LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2018/19, that are free from
material misstatement, whether due to fraud or error.

5. Within the auditor's report there is an estimated potential impact of the McCloud
judgment and the Guaranteed Minimum Pension (GMP) on the net pension
liability (£811k). The auditor notes that this falls below their tolerable error and
audit materiality levels. This has not been adjusted in the balance sheet.

The reasons for non-adjustment are that IAS19 requires the Authority to place a
best estimate value on liabilities and costs. Given the current uncertainty about
the range of potential remedies in relation to the McCloud judgment, the best
estimate is almost impossible to define and would require some judgement. In
the view of our actuary the remedy carried out may be different from
assumptions being made and therefore the impact on the liabilities and service
cost may be significantly different than that estimated.

The Local Pension Partnership have also advised that their assumption for
increases on GMP is that full pension increases on the GMP element of a
member’s pension are paid for by the Fund and therefore they don't expect the
liabilities shown in their report to be affected by the outcome of the Indexation
and equalisation of GMP in the public service pension schemes consultation.
The Lloyds ruling does not currently affect the LGPS and therefore they believe
there isn't any reason or evidence to take any further action relating to GMP
equalisation at this stage.

B. Non-compllance with law and regulations, including fraud

Woe acknowledge that we are responsible to determine that the Authority’s
activities are conducted in accordance with laws and regulations and that we are
responsible to identify and address any non-compliance with applicable laws and
regulations, including fraud.

1. We acknowledge that we are responsible for the design, implementation and
maintenance of internal controls to prevent and detect fraud.

2. We have disclosed to you the results of our assessment of the risk that the
financial statements may be materially misstated as a result of fraud.

3. We have no knowledge of any identified or suspected non-compliance with laws
or regulations, including fraud that may have affected the Authority (regardiess of
the source or form and including without limitation, any allegations by
“whistleblowers”), in¢cluding non-compliance matters:

¢ involving financial statements;

o related to laws and regulations that have a direct effect on the determination
of material amounts and disclosures in the Authority’s financial statements;
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o related to laws and regulations that have an indirect effect on amounts and
disclosures in the financial statements, but compliance with which may be
fundamental to the operations of the Authority's activities, its ability to
continue to operate, or to avoid material penalties; : '

e involving management, or employees who have significant roles in internal
controls, or others; or

* inrelation to any allegations of fraud, suspected fraud or other non-
compliance with laws and regulations communicated by employees, former
employees, analysts, regulators or others.

Information Provided and Completeness of Information and Transactions
We have provided you with:

e access to alf information of which we are aware that is relevant to the
preparation of the financial statements such as records, documentation and
other matters;

* additional information that you have requested from us for the purpese of the
audit; and

¢ unrestricted access to persons within the entity from whom you determined it
necessary to obtain audit evidence.

All material transactions-have been recorded in the accounting records and are
reflected In the financial statements.

We have made available to you all minutes of the meetings of the Authority and
Audit Committee held through 1 April 2018 to the most recent meeting on the
following date: 4 July 2019.

We confirm the completeness of information provided regarding the identification
of related parties. We have disclosed to you the identity of the Authority’s related
parties and all related party relationships and transactions of which we are
aware, including sales, purchases, loans, transfers of assets, liabilities and
services, leasing arrangements, guarantees, non-monetary transactions and
transactions for no consideration for the perlod ended, as well as related
balances due to or from such parties at the 31 March 2019 year end. These
transactions have been appropriately accounted for and disclosed in the financial
statements.

We believe that the significant assumptions we used in making accounting
estimates, including those measured at fair value, are reasonable.

Woe have disclosed to you, and the Authority has complied with, all aspects of
contractual agreements that could have a material effect on the financial
statements in the event of non-compliance, including all covenants, conditions or
other requirements of all outstanding debt.

Liabilities and Confingencies

All liabilities and contingencies, including those associated with guarantees,
whether written or oral, have been disclosed to you and are appropriately

3
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reflected in the financial statements. The ongoing contingent liability values
remain the same as prior years reflecting the legacy requirements' of the Sport
England agreements.

We have informed you of all outstanding and possible litigation and claims,
whether or not they have been discussed with legal counsel.

We have recorded and/or disclosed, as appropriate, all liabilities related litigation
and claims, both actual and contingent, and have disclosed this in Note 37 to the
financial statements all guarantees that we have given to third parties.

Subsequent Events

There have been no events subsequent to period end which require adjustment
of or disclosure in the financial statements or notes thereto.

Other Information

Woe acknowledge our responsibility for the preparation of the other information.
The other information comprises the Narrative Report and Annull Governance
Statement. '

We confirm that the content contained within the other information is consistent
with the financial statements.

. Estimates

When we have identified a significant or higher risk estimate, we may include the
following representation:

i. Pension Liability;
il. Property, Plant & Equipment / Investment Properties — Valuation and
Impairment; and
iii. Provision for impairment.

Woe believe that the measurement processes, including related assumptions and
models, used to determine the accounting estimate(s) have been consistently
applied and are appropriate in the context of CIPFA LASAAC Code of Practice
on Local Authority Accounting in the United Kingdom 2018/18.

We confirm that the disclosures made In the financial statements with respect to
the accounting estimate(s) are complete and made in accordance with CIPFA
LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2018/19.

We confirm that no adjustments are required to the accounting estimate(s) and
disclosures in the financial statements due to subsequent events.

. Retirement benefits

On the basis of the process established by us and having made appropriate
enquiries, we are satisfied that the actuarial assumptions underlying the scheme
liabilities are consistent with our knowledge of the business. All significant
retirement benefits and all settiements and curtailments have been identified and
properly accounted for.
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Yours faithfully

‘Director — Finance and Resources (Chief Financial Officer)

Chairman of the Audit Committee
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