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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. The Audit Commission has issued a document entitled Statement of Responsibilities of Auditors and Audited Bodies. This
summarises where the responsibilities of auditors begin and end and what is expected from the audited body. We draw your attention to this document.

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.

If you have any concerns or are dissatisfied with any part of KPMG's work, in the first instance you should contact lan Pennington, who is the engagement leader
to the Authority (telephone 0292 046 8087, e-mail ian.pennington@kpmg.co.uk) who will try to resolve your complaint. If you are dissatisfied with your response
please contact Trevor Rees (telephone 0161 236 4000, e-mail trevor.rees@kpmg.co.uk) who is the national contact partner for all of KPMG'’s work with the Audit
Commission. After this, if you are still dissatisfied with how your complaint has been handled you can access the Audit Commission’s complaints procedure. Put
your complaint in writing to the Complaints Unit Manager, Audit Commission, 3rd Floor, Fry Building, 2 Marsham Street, London, SW1P 4DF or by email to
complaints@audit-commission.gsi.gov.uk. Their telephone number is 0303 444 8330.
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KPMG International Cooperative (‘KPMG International’), a Swiss entity. All rights reserved.




m Certification of grants and returns 2012/13
Headlines

Introduction and This report summarises the results of work on the certification of the Council’s 2012/13 grant claims and returns. -
background = For 2012/13 we certified:
— one grant with a total value of £86.2m; and

— two returns with a total value of £75.8m.

Certification results We issued unqualified certificates for the grant and one return, but a qualification was necessary for the second return. Page 3

= We indentified a number of inaccuracies in the information reported on the Teachers’ Pension return. It was possible for the Council to
correct some of these inaccuracies (see below) but there remained unresolved inaccuracies around the salary and contributions reported
against each of the contribution rate bands applicable to the Local Government Pension Scheme. These errors arose due to the format
of the system reports differing from the new reporting requirements of the scheme.

= We had issued no qualified opinions in the previous year.

Audit adjustments A number of adjustments were necessary to one of the Council’s grants and returns. Page 3

= A number of small value adjustments were required in relation to the Teachers’ Pension return in order to ensure that (with the exception
of the issue referred to above) the values reported agreed to the year-end payroll reports. This required amendments to the total
contributory salary (+£2,503), the employer contributions (-£420) and the employee contributions (+£420). There was no impact upon
the total value of the return.

m This is consistent with the prior year where the only amendments required as a result of our certification were also to the Teachers’
Pension return.

The Council’'s The Council has good arrangements for preparing its grants and returns and supporting our certification work but some Page 5
arrangements improvements are required in specific areas.

= The Council needs to address the issues identified in relation to the Teachers’ Pension return so as to ensure that accurate information is
reported on the 2013/14 return.

The Audit Commission changed its fee regime for certifying grants and returns in 2012/13, and set an indicative fee for the Council | Page 4
of £16,850. Our actual fee for the certification of grants and returns was lower at £16,399.

= This represents a reduction of 53% from the fees charged in relation to our certification work for 2011/12. This is in part a result of the
Audit Commission’s move to a fixed fee regime but also reflects the general reduction in the fees we charge as your external auditors.

m The fee charged in relation to individual grants and returns has resulted in minor variances.
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m Certification of grants and returns 2012/13
Summary of certification work outcomes

Overall, we certified three We set out below a summary of the key outcomes from our certification work on the Council’'s 2012/13 grants and returns, showing where either

grants and returns: audit amendments were made as a result of our work or where we had to qualify our audit certificate.

- _ A qualification means that issues were identified concerning the Council’s compliance with a scheme’s requirements that could not be resolved
= two were unqualified with through adjustment. In these circumstances, it is likely that the relevant grant paying body will require further information from the Council to
no amendment: and satisfy itself that the full amounts of grant claimed are appropriate.

m onerequired both

Comments Qualified Significant Minor Unqualified

adjustment and a . : . L
below certificate adjustment adjustment certificate

qualification to our audit

certificate. Housing & Council Tax Benefit

We have summarised the . .
National Non Domestic Rates

key issues behind each of return _
the adjustments or .
T i Teachers’ Pensions 0
qualifications required. return _
1 | : | 2 | 2
Ref Summary observations Amendment
o Teacher’s Pension return No impact
upon total

= There were differences between the values entered on the return and those on the year-end payroll reports. The
correction of these variances resulted in amendments to the total contributory salary (+£2,503), the employer
contributions (-£420) and the employee contributions (+£420). There was no impact upon the total value of
contributions paid over or on the overall year-end balance.

return value.

= There were further differences in relation to the analysis of salary and contributions between the various contribution
rates applicable to the pension scheme (ranging from 6.4% to 8.8% of an employee’s salary). This was a new
reporting requirement introduced for 2012/13 and the data was being taken from a separate payroll report which was
found to include a number of errors across the bands.

= Neither of these issues were identified during our 2011/12 certification work where the adjustments required related
to the classification of Additional Pension Payments and Additional Contributions.
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m Certification of grants and returns 2012/13
Fees

Our overall fee for the Breakdown of certification fees 2012/13 Breakdown of fee by grant/return

certification of grants and 2012/13 (£)  2011/12 (£)
returns has been contained BENO1 — Housing and Council Tax

o . . . 10,840 23,351
within the original estimate. Benefit

PENOS5, £3,533 LAO1 — National Non Domestic Rates

There were, however, small return 2,026 5,507
variances in fees relating to ]
. . PENO5 — Teachers’ Pensions return 3,533 6,142
individual grants which has
resulted in an overall Total fee 16,399 35,000

reduction in the fee charged.

LAO1, £2,026 BENO1, £10,840

The Audit Commission changed its fee regime for certifying grants and returns in 2012/13. It set an indicative fee for the Council of £16,850.
Based on the actual work we carried out the actual fee we charged was lower than the indicative fee. There were small variances in the fees
charged on individual grants:

= additional work being required to address errors in the Teachers’ Pension return that required adjustments and a qualification to our audit
certificate; and

= we were able to place reliance upon the control environment operating over the National Non Domestic Rates return, thereby reducing the
amount of detailed testing required.

We have made one recommendation which, if implemented, should assist the Council to minimise certification fees in the future. Details are
provided on the following page.
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Certification of grants and returns 2012/13
Recommendations

KPMG

We have given each recommendation a risk rating and agreed what action management will need to take. We will follow up these recommendations during next year’s
audit.

Priority rating for recommendations

© Issues that would, if corrected, improve your
arrangements for managing grants and returns or
compliance with scheme requirements in general, but
are not vital to the overall system. These are generally
issues of best practice that we feel would benefit you if
you introduced them.

O Issues that are fundamental and material to your overall
arrangements for managing grants and returns or
compliance with scheme requirements. We believe that
these issues might mean that you do not meet a grant
scheme requirement or reduce (mitigate) a risk.

Issues that have an important effect on your
arrangements for managing grants and returns or
complying with scheme requirements, but do not need
immediate action. You may still meet scheme
requirements in full or in part or reduce (mitigate) a risk
adequately but the weakness remains in the system.

Teachers’ Pension Return

Banding
Reconciliations

The Council is required
to provide information
relating to the value of
contributory salaries
and contributions paid
for each band of the
pension scheme.

The way in which the
Council's systems
operate at present
results in inaccuracies
in relation to these
figures where staff
move between
bandings during the
course of the year.

This issue resulted in the
qualification of the
2012/13 return as it was
not possible to confirm
that the figures had been
accurately recorded.
Without appropriate
resolution, future returns
are also likely to be
qualified.

It is important to note that
we did not identify any
errors in relation to the
overall value of the
contributions paid over by
the Council.

[EnN

The Council should revise
the format of its system
reports in order to ensure
that they are aligned with
the requirements of the
return’s reporting
requirements.

In the interim, the Council
should develop a
temporary process which
manually corrects the
information reported by
the payroll system. This
process will need to result
in a clearly documented
audit trail supporting all
adjustments made.

The EOYC in respect of 2012/13 is fully in balance in respect
of the total contributions matching the amount paid over and
the correct contributions have been collected. The total
contributions held at individual employee level are also correct.
However, due to how our system was set up during 2012/13,
whilst contributions have been calculated at the correct
percentage, they have not all been recorded against the
correct tier. This situation will have arisen when a retrospective
adjustment has been made to a period where the tier differed
from that currently in place.

To rectify this situation in the long term, our system has been
reviewed and developments are currently underway to ensure
the contributions are calculated and recorded against the
correct band. Once complete the process will be run
retrospectively in respect of the current year to highlight any
issues still remaining and these will be rectified before year
end.

In the short term details have been manually adjusted to
ensure they are identified against the correct bands.

Employment Services
& Purchase Ledger
Manager

31/03/14
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