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This report is addressed to the Authority and has been prepared for the sole use of the Authority.
We take no responsibility to any member of staff acting in their individual capacities, or to third
parties. Public Sector Audit Appointments issued a document entitled Statement of
Responsibilities of Auditors and Audited Bodies summarising where the responsibilities of
auditors begin and end and what is expected from audited bodies. We draw your attention to this
document which is available on Public Sector Audit Appointment’s website (www.psaa.co.uk).
External auditors do not act as a substitute for the audited body’s own responsibility for putting in
place proper arrangements to ensure that public business is conducted in accordance with the
law and proper standards, and that public money is safeguarded and properly accounted for, and
used economically, efficiently and effectively.
We are committed to providing you with a high quality service. If you have any concerns or are
dissatisfied with any part of KPMG’s work, in the first instance you should contact Jon Gorrie, the
engagement lead to the Authority, who will try to resolve your complaint. If you are dissatisfied
with your response please contact the national lead partner for all of KPMG’s work under our
contract with Public Sector Audit Appointments Limited, Andrew Sayers
(andrew.sayers@kpmg.co.uk). After this, if you are still dissatisfied with how your complaint has
been handled you can access PSAA’s complaints procedure by emailing
generalenquiries@psaa.co.uk, by telephoning 020 7072 7445 or by writing to Public Sector Audit
Appointments Limited, 3rd Floor, Local Government House, Smith Square, London, SW1P 3HZ.
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Summary of the 2016/17 audit

Headlines

This Annual Audit Letter summarises the outcome from our audit work at
Daventry District Council in relation to the 2016/17 audit year. Although it
is addressed to Members of the Authority, it is also intended to
communicate these key messages to key external stakeholders,
including members of the public, and will be placed on the Authority’s
website.

£

Audit opinion
We issued an unqualified opinion on the Authority’s financial statements on 29 September 2017,
ahead of the statutory deadline. This puts the Authority in a good position to meet the earlier
deadline in 2017/18. Our unqualified opinion 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 have made two medium priority recommendations to strengthen the Authority’s financial
environment.

VFM conclusion
The Local Audit and Accountability Act 2014 requires auditors of local government bodies to be
satisfied that the authority ‘has made proper arrangements for securing economy, efficiency and
effectiveness in its use of resources’.
Our 2016/17 VFM conclusion considers whether the Authority had proper arrangements to ensure
it took properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people.
As part of our work we have reviewed the future financial plans for the Authority and considered
(1) the core assumptions in the Medium Term Financial Plan (MTFP); and (2) the extent to which
savings/efficiencies were achieved in 2016/17 and have been identified for 2017/18.
The Council achieved a £0.68m underspend against a budget of £12.86m. The Statement of
Accounts shows a surplus of £6.9m on the provision of services was achieved in 2015/16 and a
surplus of £4.1m in 2016/17. The 2017/18 Budget and updated MTFP were approved by Council
on 23 February 2017.
A deficit is forecasted for the years 2018/19 – 2021/22. These deficits are not as a result of
general day to day services costing m ore than the Authority receives in income, but are as a
result of a review of available revenue reserves to fund capital schemes, that generate future
income stream s, and to forward fund infrastructure projects that will be reimbursed from future
receipts of Community Infrastructure Levy (CIL) and section 106 funding.
We identified that the Council’s standing orders and internal procedures have limited detail
regarding the approval of fixed asset disposals. When the Chief Executive gives final approval
there are no requirements in terms of how this approval is documented. Specifically, there is no
documentation of the information considered in granting the approval and if other approvals have
been sought.
We have concluded that the Authority has made proper arrangements to ensure it took properlyinformed decisions and deployed resources to achieve planned and sustainable outcomes for
taxpayers and local people.
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Summary of the 2016/17 audit

Financial statements audit

Audit fee

We have agreed three prior period adjustments with a
gross value of £1.708m (a net value of £0.428m) in relation
to Property Plant and Equipment and Investment
Properties. These adjustments were mainly as a result of
the changes required in original valuation estimate. We
also identified one audit adjustment for the current period
with a total value of £0.941 million in relation to a
classification error for an ‘asset under construction’. The
Authority adjusted the Financial statements for the
misstatement.

Subject to agreement with the Public Sector Audit
Appointments (PSAA), our total proposed fee for 2016/17
is £52,726. See further detail in appendix two.
We have not undertaken any non-audit work for the
Authority during 2016-17.

Other information accompanying the financial
statements
Whilst not explicitly covered by our audit opinion, we
review other information that accompanies the financial
statements to consider its material consistency with the
audited accounts. We reviewed the Annual Governance
Statement and Narrative Report. We concluded that they
were not inconsistent with our understanding.
Whole of Government Accounts
We reviewed the consolidation pack which the Authority
prepared to support the production of Whole of
Government Accounts (‘WGA’) by HM Treasury. We
signed our WGA Assurance Statement prior to the
deadline of 30 September 2017.
Recommendations update
Below is a summary of the recommendations raised in
year and outstanding recommendations from the prior
year.

We will formally follow up these recommendations and
report as part of our 2017/18 work.
Certificate
We issued our certificate on 29 September 2017. The
certificate confirms that we have concluded the audit for
2016/17 in accordance with the requirements of the Local
Audit & Accountability Act 2014 and the Code of Audit
Practice.
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Summary of the 2016/17 audit

Summarised audit misstatements
We have summarised below the significant adjustments identified during our audit of the Authority’s Statement of
Accounts.
We have agreed three prior period adjustments with a gross value of £1.708m (a net value of £0.428m) in relation to
Property Plant and Equipment and Investment Properties. These adjustments were mainly as a result of the changes
required in original valuation estimate. We also identified one audit adjustment for the current period with a total value of
£0.941 million in relation to a classification error for an ‘asset under construction’. The Authority adjusted the Financial
statements for the misstatement.
Prior Period Adjusted Audit differen ce “000”
No.

1

2

I ncome and Movement in
expenditure
reserves
statement
statement

Assets Liabilities

Cr Surplus on
provision of
services 16 /17
£1,06 8

Dr MIRS
£1,06 8

Dr Closing
Investment
Properties
£1,06 8

Cr Closing
Unusable
Reserves
£1,06 8

Dr Surplus on
provision of
services 15/16
£1,06 8

Cr MIRS
£1,06 8

Cr Opening
Investment
Properties
£1,06 8

Dr Opening
Unusable
Reserves
£1,06 8

Cr Surplus on
provision of
services 15/16
£43 3

Dr MIRS
£43 3

Cr Closing
Property
Plant and
Equipment
£43 3

Dr Closing
Revaluation
Reserve
£43 3

Dr Opening
Investment
Property
£43 3
3

Reserves B asis of audit difference

This is a Prior Period Adjustment (I AS 8) and a
reclassification of the asset from PPE to
Investment Properties. This property was not
included in the asset register in 2015/16 but
should have been. It was then entered into the
register as a PPE in 2016 /17. It was considered to
Cr Opening meet the definition of an Investment Property as
Unusable per Section 4.4 CIPFA Code of Practice on Local
Reserves Authority Accounting 2016 /17.
£43 3

Dr Surplus on
provision of
services 16 /17
£207

Cr MIRS
£207

Cr Closing
Investment
Property
£207

Dr Closing
Unusable
Reserves
£207

Cr Surplus on
provision of
services 15/16
£207

Dr MIRS
£207

Dr Opening
Investment
Property
£207

Cr Opening
Unusable
Reserves

Dr £42 8

This is a Prior Period Adjustment (I AS 8). The
council now consider that the selection of a second
subsequent valuation report would have been the
appropriate way to determine the fair value of this
property.

This is a Prior Period Adjustment (I AS 8). The
valuation team in the prior year only valued part of
this site. The value of the full site should have
been included in the prior year financial
statements.

Cr £42 8 Total impact of adjustments

Current Period Adjusted Audit differen ce “000”
4

Dr Asset
under
Construction
£941

Dr £941

Cr Capital
Adjustment
Account
£941

The construction work at the Phoenix Centre was
initially treated as an addition to the existing asset.
However, as per IAS 16 componentisation the
new asset constructed was considered to have a
different useful life and pattern of benefits. It was
therefore considered as a separate component and
as such met the definition of an asset under
construction.

Cr £941 Total impact of adjustments
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Appendix One

Summary of reports issued

This appendix summarises the
reports we issued since our Annual
Audit Letter published in 2016.
External Audit Plan
The External Audit
Plan set out our
approach to the audit
of the Authority
financial statements.
We also set out work
to be undertaken to
support the VFM
conclusion.

2017

Jan

Feb

Mar
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Appendix three

Audit Fee Letter

Annual Audit Letter

The Audit Fee Letter
set out the proposed
audit work and draft
fee for the 2017/18
financial year.

This Annual Audit Letter
provides a summary of
the results of our audit
for 2016/17.

May

Jun

Jul

Aug

Sep

Oct

Nov

External Audit Report
The External Audit Report
summarised the results of our audit
work for 2016/17 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.
Auditor’s Report
The Auditor’s Report included our
audit opinion on the financial
statements along with our VFM
conclusion.
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Appendix Two

Audit fees

This appendix provides information on our final
fees for the 2016/17 audit.
To ensure transparency about the extent of our fee relationship with the
Authority, we have summarised below and in the chart opposite the
outturn against the 2016/17 planned audit fee.

Fees 2016/17

External audit
Our proposed fee for the 2016/17 audit of Daventry District Council is
£52,726. This comprises a planned scale rate fee of £48 ,784 and a
further £3,942. The £3,942 is still subject to PSAA determination and
relates to additional work in connection to the issues with the valuation of
property, plant and equipment and investment properties, triennial
pensions valuation and the procedures to audit the CIES restatement.
Other services (non-PSAA services)
During the financial year 2016/17 we have not undertook any non-audit
services for the Authority.

Nonaudit work

£’000

2016/17 PSAA scale fee
2016/17 proposed fee
2016/17 fee
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