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audit of financial statements for 2012/13. It also outlines the focus of Ernst & Young's 
work that needs to be carried out to enable a Value for Money Conclusion to be 
reached. 

The work of Emst & Young provides external validation of!he Council's financial 
statements and Value for Money ensuring they provide a fair and accurate 
representation to stakeholders, including the Audit Committee. 

RECOMMENDATION 

The Audit Committee is asked to approve the Erns! & Young External Audit Plan for 
2012113. 

SUMMARY OF REPORT 

The External Audit Plan provides information '0 the Audit Committee 00 ,h, 
responsibilities of Ernst & Young, the audit approach they intend to adopt, their testing 
strategy and a timetable of their work and reporting deadlines. 

FINANCIAL IMPLICATIONS OF THE RECOMMENDATION 

How much will it Is there sufficient Revenue or 
CasU (Save) funding - if nol 

aua~tifv the Shortfall 
Capital? 

curr~~:in~~cial N/A N/A N/A 
Year ear 1 

I ~xt F~~ancial Year N/A N/A N/A 
ear2 

Following Financial N/A N/A N/A 
Year (Year 3) 
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Members oftheAudil Committee 
Wokingham Borough Council 
Shute End 
Wokingham 
Berkshire 
PG401BN 

Dear Members 

AudilPlan 

16 July 2013 

We are pleased to attach our Audit Plan which sets alII howwe Intend to carry out our responsibilities as 
your auditor. The purpose of Ihls report is to provide you with a basis to review our proposed audit 
approach and the scope of our 2012.13 audit 

OUr plan has been prepared in accordance with the requirements of the Audit CommisslonAct 1998, the 
Code of Audit Practice, the Standin9 Guidance, audifing standards and other professional requirements, 
but also 10 ensure that Our audit is aligned with the Committee's 8elVice expectations. 

Weweleame the opportunity to discuss this report with you on 16 July 2013 as well as understand 
whether there are other matters which you consider may Influence our audit 

Yours faithfully 

Maria Grindley, Director 
For and behalf of Erns! & Young LLP 
,", 

Srr,HYouflJ I1 
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O~e\V 

1. Overview 

Context for tile audit 

This audit plan covers the work that we plan to perform In order to provide you with: 

.. Our audit opinion on whether the financial5latementsdWoking,am Boroug, 
Council give a true andfairviewollhefinanclal position as at 31 March 2013 and of 
the Income and expenditure for the year then ended; and, 

... A statutory conctusion on the Council's arrangements to secure economy, efficiem:y 
and effectiveness. 

We will also review and report 10 thE! Na~onal Audit Office (,NA01, to tha a)(\ent and In the 
form required by them, on your Whole of Government Accounts return. 

Wl1en planning tha audit we take into account several key inputs: 

.. Strategic, operational and financial risks relevant to the financial slalements; 

.. Developmants in financial reporting and audi~ng standards; 

The quality of systems and processes; 

.. Changes in the business and regulatory environment; and, 

Managemenfs views on all 01 Ihe above. 

By considering these inputs, our audit Is focused on the areas that matter. By focusing on the 
areas that matter, our feedback is more likely to be relevant to the Council. 

Our aud~ will also include the mandatory procedures that we are required to perform In 
accordance wilh applicable laws arld auditing standards. 

In pert 2 and 3 of this report we provide more detail on the areas which we believe present 
significant risk to the financial statemenls audit, and outline our plans to address these risks. 

The grid below shows the overall assessment of these risks in terms ollheirlikelihood of 
occurrence In 2012113 as well as the perceived magnitude of the risk to our opinion or value 
for money conClusion. 

We have identified one stgnificant risk to our audit opinion: 

... Group account preparaMn - the Council has three subsidiaries which will require 
consolidation Into your group accounts for 2012-13. 

We have also identified three olher risks that are sLlfficiently important that we are reporting 
these to you here: 

FInancial statements 

... Misstatement due to fraUd and error _ this is an inherent risk due to the natura of local 
authority finances and increasing pressures on management to achieve financial targets. 

Value for Money ConclusIon 

... Fmancial Outlook and Impact on services _ The Council Is underconUnuing pressure to 
deliver significant savings, balancing available resources against service outcomes 
through a major new service review process. 

12 



.... Strategic Direction - the Council has recently refreshed its corporate v ision, values, aims 
and object"'es. This shou ld help lhe Counci l focus on what are, and are nol serv ice 
priorities and on measuring what matters to the Counc il, its Counci llors, local businesses 
and residenls 

We wiU provide an updale la the Committoo on the resu lts of ou r work in these areas in our 
report to those cIlarged with govern ance in September 2013 

Likelihood 

~ 
~ 

~--~ o Presentat ion and Disclosure 

o Judgements 

o Valuation 

o Value for money ri sk 

Our process and stratog y 

Fln~ ncl a t Statom ontsAudit 

P'eparaUonof 
group accounts 

High 

Magnitude 

Low 

We develop our riSk assessment and planned audit procedures to determine whether your 
accounts a re freefran materi at error. For this, we have defined materiaiityfrom the 
perspective of users of your f inancial statements and will consider against this bencllmark 
any indiY idua! and aggregate errors that may be in your accounting stalements. 

Wewill also seek to take assurance from the operation of the Council'scontrol environment, 
the work of Internal Audit and the operation d: controls established with in your fi nancial 
systems. We have already held a nt.rnber of meetings with you r Internal Audit team and we 
have a clear understanding of the ir planned wo rk and where we will be seek ing to rely on it 
Our initial assessment indicates we wi ll be able to place reliance On Internal Aud~'s work and 
should this not prove to be SQ, we will update you as needed 

[m" & Y"H'" I J 



Outside of this general framework, the team Involved in the audit is set out in section 4.5 and 
there are no other significant changes to the soope of our audit of your financial statements 
that we need to!etl you about 

~ Arrangementsfor securing Eoonomy, Efficienc:y and Effectiveness (VFM condusion) 

We adopt an integrated audit approach to our VFM oondusion such that our work on the 
financial statement aud~ feeds Into our consideration of the arrangements in place for 
securing eoonomy, efficiency and effecliveness. 

E",ot~ Young 14 
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Fio"""i.ISlalemeoIRisks 

2. Financial Statement Risks 

We ol!lline below our assessment of tI1a key strategic Or operatiarlal Msks and the financial 
statement risks facing tI1e Council, identified through our knowledge of the entity's operations 
and discussion with members and officers. 

Significant risks (including fraud risks) 

Preparatton of Group A~counts 

Wakingham Borough Councit Is a paront of a 
Ihe following companies: 

.... Optalis lid; 

.... Wakingham Housing Lld; 

.... Wokingham Enterprises lid. 

We understand Wokingham Enterprises 
Limited wilt be<:amedormanl in 2013-14 and 
this may create signifICant asset transfers 
and the recognWon of residual naolnties In 
Wokingham's single enlity statements. 

Wokingham is proposing 10 Inctude pm
transfer accrued pension liabilities for Optalis' 
staff In tts singte entity financial statements 
from 2012-13. 

As the Coum::it's subsidiaries prepare 
accounts under eltl1er UKGAAP or reporting 
standards for smalt entities (FRSSE), tI1elr 
firJanciai statements will need restating to 
IFRS compliance within the Council's group 
accounts. 

Our audit approach 

Our approach will focus on: 

.... Working with Hazlewoods LLP, as the 
appoInted auditor of your subsidiaries, to 
maximise the assurance taken for our 
audit of your group financial statements; 

... Verifying IAS19 disclosures in your 
accounls for Opt~tis Lld; and 

,.. Reviewing any necessary adjustments 
made as part of your group accounting 
processes to restate UK GAAP accounts 
to IFRS compliance. 

Risk ofmisstate~!!1t duetafraUd and e;:;';;;'-' 

Management has the pMmary responsibility 
to prevent and detect fraud. tt Is important 
that management, with the oversight of those 
charged with governance, has put in place a 
culture of etl1lcal behaviour ~nd a strong 
controt envirorunent that both deters and 
prevents fraud. 

Our responsibltity Is to ptan and perform 
audits to obt~in roasonable assurance about 
whether the financial statements as a whole 
are free of m~terial misstatements whether 
caused by error or fraud. As aud~ors, we 
approach each engagement with a 
questioning mind tI1at accepts the possibility 
that a material misstatement due tofmud 
could occur, and design the appropriate 
procedures to consider such risk. 

15 

Based on tI1e requirements of auditing 
standards our approach will focus on: 

.... Identifying fraud riSks during the ptanning 
stages. 

.... Inquiry ofmanagernent about risks of 
_ !mud and tI1e controls put in place to 

address those rIsks. 

.... Understanding the oversight given by 
tI10se charged witl1 govemance of 
managernenfs processes over fraud. 

.... Consideration of the effediveness of 
management's controts designed to 
address the risk of fraud. 

Em,11\ Young 15 
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.... Determining an appropriate strategy to 
address those identified risks of fraud, 

.... Performing mandatory procedures 
regardless of specifically identified fraud 
risks. 

We will consider Ihe results of the National 
Fraud Iniuauve and may make reference to it 
In our rePOrting to you. 



EoonomY,Elfl<:loncy.).EffecU""ne •• 

3. Economy, Efficiency & Effectiveness 

Our work will focus on: 

1, Whether Ihere are proper arrangements in place for securing financial resilience at 
Woklngham Borough Council; and 

2, Whether lI1ere are proper arrangements in place al Wokingham Borough Council to 
secure economy, efficiency and effectiveness in the Use of resources, 

We have idenlified Ihe following significant risks 10 our VFM conclusion for 2012-13, Outside 
of these specific areas, we will undertake other work to confinn and update our knowledge of 
your arrangements as required, 

Significant Risks 

FinanCial OuUooKand Impact on 
Council serv.lces 

A reduction In funding forlocal 
government of around 8.5 per 
cent was announced In the 
Autumn Statement 2012. 

Nati,mal RSG has provisionally 
been set at£12.6 billion, 
equivalentto a 17 percent 
reduction on Ihe previous year. 
Spending power across the 
sector is expected to fall by a 
further 3.4 per cent and you 
estimate £5m to £7m adclifional 
savings will be needed each year 
over the course 01 the spending 
review. 

Although the Council's current 
financial position is healthy, 
managing Ihlsfinancial outlook 

Impacts 
arrangements 
for securing: Our audit approach 

Fmancial 
Resilience and 
Use 01 
Resources 

Our approach will focus on: 
,.. Discussions with key officers and 

members as appropriate; 
,.. Reviewing lI1e Council's medium 

term financial st",jegy, including 
plans to finance your strategiC 
development locations and other 
key capital projects; 

,.. The actions already underway to 
reduce costs and reshape 
services, including your new 
thematic review programme. 

will continua to be chaliengin
g,:=:;:::;:;;.::;:;;;:::;;:;:::;:=== Strategic direction 

The Council has recently -Use of resources Our approach will locus on: 
completed a relresh 01 its ,.. Oiseussionswilh key officers 
corporate vision, values, aims and members as appropriate; 
and objectives. 

Completing Ihls process will help 
the Council be clear about what 
are, and are not service priOrities. 
II should locus corporate and 
service performance monitoring 
on measuring what matters to Ihe 
Counc',l, its Counc'lllors, local 
businesses and residents. 

17 

,.. How the Council is measuring, 
or plans to measure Ihe impact 
of oorpo",te end service 
reviews; and, 

,.. How the Council is setting 
bespoke performance targels 
and indicators and measuring 
progress against key priorities. 

EmSl& VOO", 17 
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4. Our audit process and strategy 

4.1 Objective and scope of our audit 
Under the Audit Commission's Code of Audit Practice ('l11e Code'), dated March 2010, our 
princlpla objectives are to review and report on, tothe extent required by the relevan! 
legislation and the requirements of the Code, the Council's: 

I) financial statements: and 

ii} arrangements for securing economy, efficlency and effectiveness In its use of resources. 

We tssue a two-part audit report covering both of l11ese objectives. 

i) Rnancial StatementAudi! 

Our objective is to form an opinion on the financial statements under International Standards 
on Auditing (UK end Ireland). 

We will also review and report 10 the National Audil Office (,NAO·), to the extent and in ItIe 
form required by Ihem, onyourWholeof GovernmentAccounts return 

ii)Arrangements for securing economy, efficIency and effectiveness 

The Code sets out our responsibility 10 satisfy ourselves that ItIe CounCil has put in place 
proper arrangements to secure economy, efficiency end effectiveness in its use of resources. 
In arriving at ourconctusion, 10 l11e fulles! extent possible we will place reliance on the 
reported results of l11e work of olher statutoI)' inspectorates in relation 10 corporate or service 
performance. In examining the Council·scorporale performance management and financial 
managemenl arrangements we have regard to the following criteria and areas of focus 
specified by the Audil Commission: 

... Arrangements for securing financIal resilience - whelher Ihe Council has robust systems 
and procasses 10 manage financIal risks and opportunifies effecttvely, and 10 secure a 
stable financial posiUon that enables it to continue to operate for Ihe foreseeable future; 
.od 

... Arrengements for securing economy, efficiency and effectlveness - whether the Council 
[s prlolifis[ng its resources within tighter budgets. for exampte by achieving cost 
reductions and by improving efficiency and productivity. 

4.2Audit process overview 
Processes 

Our Initial assessmenl of Ihe key processes across Ihe enUty has identified the following key 
processes where wewill seek tolesl key controts, both manual and IT. We have Identiffed 
separate below those processes where we hope to place at least partial reliance on the work 
on IntemaIAud~. 

Wewilltest: 

General financial statement closure 
processes 

18 

We will work wllh Inlemal Aud~ 10 test: 

Accounts Recetvable 

Accounts payable (Creditors) 

Em,I&Your>;l la 
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TreasulY Management BusirleSS Rates 

Property. Plant and Equlpmenl Cash recelpting 

Housing Benefits 

Payroll 

Council Tax 

Analytics 

We will use our compuler-based analytics 10015 to enable us to caplure whole pOpulations of 
your financial data, in particular in respect of payables. receivables and joumal enlnes. These 
tools: 

help identify specific exceptions and anomalies which can then be subject to more 
lraditional substantive audit tests; and 

give greater likelihood of identifying errors Ihan random sampling techniques. 

Where necessalY. we will repOrt Ihe findings from our process and analyticswork. including 
any significant weaknesses or inefficiencies idenlified and recommendaflons for 
Improvemen~ to management and theAudll and Resources Committee. 

Internal Audit 

As in pilar years. wewill review IntemalAudit plans and Ihe results ofwork. undertaken. We 
will reflect the findings from these repOrts. Iogelherwith repOrts from oiherwork completed in 
the year. In our detailed audit plan. where issues are raised Ihat could impact the year-end 
financial stalements. 

Use of experts 

Wewill ulilise specialist Emst & Young resource. as necessalY. to help us to form a view on 
judgmants made In thefinanc1al statements. In particular. wewill use our specialists to 
support our review of the tAS1S pension liability projections prepared by Bamett 
Waddingham on behalf of Ihe county pension fund. 

We have informed yourintemal varuerthat wewill be seeking to place reliance on his work to 
support property. plant and equipmenl values in your accounts. 

Mandatory procedures required by auditing standards on: 

... Addressing the risk olfmud and error, 

... Significant disclosures included in the financial slatements; 

... Entity_wide controls; 

... Reading other information contained in the financial statements and reporting whether it 
Is Inconsistent wilh our understanding and the financial stalements; and 

... AUditorlndependence. 

Procedures required by the Codeof Audit Pract1ce (the Code) 

... Reviewing, and repOrting on as appropriate. other Information published with the 
financial slatements. including the Annual Governance Statemenl;; 

~m'I&YQ'r>g 19 
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~ Reviewing and reporting on the Whole of Govemment accounts return, in line with the 
instructions issued by the NAO. 

~ Reviewing. end where appropriate, examining evidence that Is retevanl\othe Council's 
corporate performance management and financ1at management arrangements and 
reporting on thesa arrangements. 

4.3 Matariality 
For the purposes of determining whether the accounts are frae from material error, we define 
materiality as the magnitude of an omissIon or misstatement that, individually or In the 
aggragata, In tight of the surrounding c1rcumstances. could reasonabty ba expected to 
influence the users of tha financial statements. Our evaluation of it requires professional 
judgement and necessarily takes into account qualitattve as well as quantitstive 
considerations implicit in tha definition. Wawould be happy to discuss with you your 
expectations regarding our detection of misstatements in the financial statements. 

The amount we consider material at the end of the audit may differ from our initial 
determination. Atthis stage, however, it is not feasible 10 an~cipa\e all of the circumstances 
that may ultimately influence our judgement about materiality. At the end of the audit we will 
form our final opinion by reference to all matters that could be Significant to users of the 
accounts, Including the lotal effect of the audit misstatements we identify, and our evaluation 
of maleriality at that date. 

ISA(UK & Ireland) 450 (revised) requIres us to record all misstatements identified except 
those that ara ·clearlytrivral". All uncorrected misstatements found above thIs amount will be 
presented to you in ouryaar-end report 

4,4 Faes 
TheAudil Commission has published a scale lee lorall authorities. The scale fee is defined 
as the fee required by auditors to meet statutory responsibilities under the Audit Commission 
Act tn accordance with the Code of Audit Practice 2010. Tha fea for the audit of the Council 
is £139.752. 

The Audit Commission has also seta composite Indicativefeefor2012113 certificafion work 
at the Council of £9,900. ThiscovalS our work 10 certify any ciaimsand returns required by 
Central Government or other bodies. 

As It Is based on the work done In 2011-12, it is not necessarily represenlativeof either the 
numberofdaims or amount ofwork requirad to certify claims and returns in2012-13. We will 
update our assessment of the adequacy of thts fee as we progress and will discuss any 
change necessary to this foo wilh the Council at the earliest oppor!IJnity. 

4.5 Your audit team 
The engagement team Is led by Mana Grindley, whO has Significant axperience of both the 
Local Government sector and Unitary Councils. She is supported by Mark Catlowwho is 
responsible for the dsy-to-day direction of audit work, and who is the key point of contact for 
the chief accountant 

4.6 Timetable of communication, deliverables and insights 
We have set out below a timetable showing the key slagesofthe audit, Includin9 the value 
for money work and the whole of government accounts; and the deltverables we have agreed 
to provide 10 you through the committee cycle in 2013. These dates are delermlned to 
ensure our alignment with the Audit Commission's rolling calendar of deadlines. 

Em,t& Young 110 
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We will provide a form~1 report to the Audit Committee In September 2013. From time to time 
matters may arise Ihal require Immediate communieation with the Audit Committee and we 
will discuss them with the Committee Chairman as appropriale. 

Following the conclusion of our audit we will prepare a management letter in order to 
communlcale tothe Council and external slakeholders, Includil"lg members of the public, too 
key issues arising from ourwork. 

Audit 
Audilphase Timetable Committee Deliverables 

High level March 2012 Presenled S Audil Fea letter 

~:n!:~ssmenl Mar-Jun·c,~,~"C~~~:~~"~·I~ry~"~','~;'3c""=,,C,,OI'C"-----------.-
and setting of 
seo es 
Testing of rouline July 2013 
processes and 
controls 
Year-end audit . July August 

2013 

Possible report 10 Ihose charged with 
governance subject 10 assessment of 
findings 

Seplember Report to those charged wilh 
2013 governance 

Auditreport ~ncludTn9 our opinion on 
the financial statements and a 
conclusion as 10 whether Ihe Council 
has put in place proper arrangements 
for securing economy, efficiency and 
effectiveness Tn its use of resources). 

Audit completion certificate (subject to 
completion of work on Whole of 
Government accounts) 
Managemenl Letter 

In addition to the above formal reporting and deliverableswewill seek to provide practical 
business insights and updates On regulatory matters. 
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5. Independence 

5.1 Introduction 
Th"AP8 Ethical Standards and ISA(UKand Ireland) 260 "Communication of audilmaUers 
with those charged wllh govemance", requires usto communlcatewilh you on a ~mety basis 
on all significant facts and matt"rs that bear upon ourindependence and objectivity. The 
EthIcal Standards, as revised in December2010, require that we communlcateforrnally both 
at the planning slage and atthe conclusion of the audit, as well as during the course of the 
audit [f appropriate. The aim of these communIcatIons Is to ensure full and faIr disclosure by 
us to those charged with your governance on matters in which you have an interest. 

~ The safeguards edopted and the 
reasons why they are considered to be 
effective, including any Engagement 
Quality review; 

~ The overall assessment of threats and 
safeguards; 

~ InfolmaHon about the gen"ral policies 
and process within EY to maintain 
objectivity and Independence. 

i";:::::::;:;~!h;~ , ~n these create, any 

=:;":O:'"",C:.:" ~!~~e s~~~ i~~~~s~ 
any olher infolmation 

necesssl)' enabl" our objectivity and 
Independence to be assessed; 

... Details of non-audit S6Nices provided 
and the fees charged in relation thereto; 

... WJitten confirmation that WE> er<> 
independent; 

~ Details of any inconsistencIes 
AP8 Ethical Standards, the 
Commission's Standing Guidance 
your policy for the suppty of non-audit 
S6Nicas by EY and any apparent breach 
of that policy; and 

~ An opportunity to discuss 
Independence Issues. 

In addition. during th" course ofth" audit, we er" required to communicatE! with you 
wh"never any signirfCantjudgements are made abolIl threats 10 objectivity and Independenc" 
and the appropriateness of safeguards put in plac", forE>Xampl". wh"n accepting an 
"ngagemenl to provide non-audit selVices. 

We also provide information on any contingent fee ammgements. the amounts of any fl.llure 
services that have been contracted. and details of any written proposal 10 provide non-alldit 
selVices that has been submitted; 

We ensure that the total amount of fees that EY and our n"twork filmS hav" charged to you 
and your affiliates forthe provision of 5elVices during the reporting period, analysed in 
appropriate categories, are disclosed. 

~nl'ISYoung 112 
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5.2 Relationships, services and related threats and 
safeguards 

We highlight the following significant facts and matters that may be reasonably considered to 
bear upon our objectivity and independence, Including the principal threats, if any. However 
we have adopted the safeguards noted below to mrngate these threats along with the 
reasons wlly they are considered to be effective. 

Self interost threats 

Asalf interest threaterises when EY has financiai or other interests in your entity. Examples 
include wllere we have an investment in your entity; where we receives significant fees in 
respect of non-audit saJVices; where we need to recover long outstanding fees; orwherewe 
enter into a business relationship with you. At the flma of wri~r.g, there are no long 
outstanding fees. 

We believe that it is appropriate for us to undertake permissible non·audit seJVices and we 
will comply with the policies that you have approved and that are In compliance with the Audit 
Commission's Standing Guidance. 

A self Interest threat may also arise if members of our audit engagement team have 
objectives or ara rewarded In relation to sales of non-eudit seJVices 10 you. We confirm that 
no member of our audit engagement leam, Including those from other saJVice lines, has 
otjectives or is rewarded in relation to sales toyou. in compliance with Ethical Standard 4. 

There are no other salf interest threats al the date of this report. 

Self review threats 

Self review threats arise when the results of a non-eud~ seJVice performed by EY or others 
within the EY network are reflected in the amounts included or disclosed in the financial 
statements. 

There are no self review threats et !he date of this report 

Management threats 

Partners and empioyees of EY are prohibited from taking decisions on behalf of management 
of your entity. Managementthreats may also arise during the provision of a non-audit seJVice 
in relation to wllich management Is required to make judgements or decision based on that 
~ .. 
There ere no managemenlthreats at the date of this report. 

Other threats 

Other threats, such as advocacy, familiarity or intimidation, may arise. 

There ara no other threats at the date of this report. 

Overall Assessment 

Overall, we consider that the safeguards that have been adopted appropriately mitigate the 
principal threats identiHed and we therefore confirm that EY is independent and the objectivity 
and independence of Maria Grindley, your audit engagement director and theaudll 
engagement team have not been compromised. 

Em'I&Yo"n~lll 
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5.3 Other required communications 
Ems! & Young (EY} has policies and procedures that instil professional values as partoffirm 
culture and ensure that the highest slenderds 01 objectivity, independence and Integrity are 
mainleined. 

Delails 01 the key policies and processes in placewilhin EYformaintalnlng objectivity and 
Independence can be found in our annual Transparency Reportwhich the firm is required to 
publish by law. The most recent version of this Report is for the year ended 29 June 2012 
and can be found here: UK2012 Transnarency Report 

"rnSl& Your.g114 

24 



AppendlxA ,~. 

A breakdown of our agreed fee is shown below. 

Planned Fee Actual Fee Explanafion of variance 
2012113 2011/12 

£'000 £'000 

- Total Audit Fee _-C;;~-;-wo----;:;-·---·--232.9rnr .. __ .- .------
139,752 National scale fee reductions 

CertiHcatlon of claims and 
retums' 

"NOn:audiDWOrk 

9,900 

Central Berkshire Wasle PFI - 24,000 
Wokingham Borough Council. 

(£72,000 In 
total for the 3 

Councils) 

15,173 
National scale fee reductions 

Wokingham, Bracknell Forest 
& Reading Councils have 

asked IIsto provide services 
which include financial 

anatysis In respect of its 0n
going discussions on with 

FCC Environment (previously 
named Waste Recycling 

Group) 

The agreed fee presented above is based on the following assumptions: 

... Officers meeting the agreed timetable of delivarables; 

... We are able to place reliance, as planned, on the work of Internal Audi~ 

... 111e level of risk in relation to the audit of accounts in consistent with that in the prior 
yaar (wI1ere we have prloryearexperience); 

... No significant changes being made by the Audit Commission to the use of resources 
criteria on wI1ich our conclusion will be based; 

... Our accounts opinion and IIse of resources conclusion being unqualified 

~ Appropriate quality of documentation is provided by the audited body 

... An effective control environment continues to operate within the Council. 

If any of the above assumptions prove to be unfoundad, we will seek a variation to the agreed 
fee. This will be dlscussed with you in advanca. 

Fees for the auditor's conslderaUon of corraspOndence from the public and fonnal objections 
will be charged in addition to the scale fee. 

"Our fee forthe certificafion of grantelaimsls based on the indicative scale fee set by the 
Audit Commission. 
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AppendixB UK required communications with those eharged with govornance 

There are certain communicatlons that we must provide to the audit committee of audited clients. These are 
detailed here: 

Roqulred communleatlon 

PlannTng and audit approach 
Communication of the planned scope and Umlng olthe audit Including any 
limitations. 
Significant findings froii1ti19 aUdit' 
~ Our view about the significant qualitatwe aspects of accounting Prllctices 

Including accounting policies, accounting estimates ar.d financial statement 
disclosures 

~ Significant difficulties, if any, encountered during the audit 
~ Significant matters, if any, arising from Ihe audit that were discussed with 

management 
~ Written representations thatwe are seeking 
~ Expected modifications to the audit report 
~ Other matters if any, significant to the oversight of the financial reporting 

process 

MIsstatements 
~ Uncorrected mlsstalements and their effect on our audit opinion 
~ Th'" effect of uncorrected misstatements related to prior periods 
~ A request that any uncorrected misstatement be corrected 
~ In wrifing, corrected misstatements that are significant 

F;atJ<:i"··· 
~ Enquiries of too eudit committee to d",t",rmine whether they hav"" knowledge 

of any actual, suspected or alleged fraud affecting the enUty 
~ Any fraud \hat we have Identified or information we have obtained that 

Indicates that a fraud may exist 
~ A discussion of any other matters releted to fraud 

Ro'latmi"partles--
Significant matters arising during the audit in connection with the entity's related 
parties including, when applicable: 
~ Non-disclosure by management 
~ Inappropriate authorisation and approval of trllnsactions 
~ Dlsagraement over disclosures 
~ Non-compliance with laws and regulations 
~ Difficulty in identifying \he party that ultimately controls \he entity 'EXternal conflrmaiioii's-'- -_. -----. _.-- ---._-

~ Management's refusal for us to request confirmations 
~ Inability to obtain relevant and relia~le audit evidence from other proceduflOS 
Cooslderation of laws and regulations 

Reference 

Audit Plan 

Report to Those Charged 
with Governance 

Report io thoSe Chargo:>d .-
with Governance 

Letter sent to Thos", 
Charged with Governance 
- February 2013 

,", 

Report to Those Charged 
with Govern!~ce 

Report to Those Charged 
with Governance 

Report to Those Charged 
with Governance 

~ Audit findings regarding non-compliancewhere the non-compliance is Letter sent to Those 
material and believed to be intentional. This communication Is subject to Charged with Governance 
compliance with legislation on tipping off - February 2013 

~ Enquiry of the audit committee into passible instances of non-compliance with 
laws and regulations that may have a material effect on the financial and 
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RequIred communIcatIon Reference 

statements and thatlhe audit committee may be aware of 
Report to Those Cha'lled 

. Independence •..•..• - ... -.----
___ ~_\Il_~~~'!1~~ ____ _ 

Communication of all significant facts and matters that bear on Ernst & Young's 
objectivity and independence 

Audit Plan 

Communication of key elements of the aud~ engagement partner's consideration and 
of Independence and objectivity such as: 
~ The principal threats 
~ Safeguards adopted and their effectiveness 
~ An overall assessment of threats and safeguards 
~ Information about the general policies and process within the firm to maintain 

objectivity and Independence 
For listed companies, communication ofminimum requirements as detailed in the 
ethical standards: 
~ Relationships between Emst & Young, the audited tIody and senior 

management 
~ Services provided by Ernst & Young that may reasonably bear on the 

auditors' objectivity and independence 
~ Related safeguards 
~ Fees charged by Ernst & Young analysed into appropriate categories such as 

statutory audit fees, tax advisory fees. other nor;.audit service fees 
~ A statement of compliance with the ethical standards 
~ The eudit committee should also be provided an opportunity to discuss 

malters affecting auditor indepandence 

Report to Those Charged 
with Governance 

Going concern - -- - - -- - RepOrt to Those Charge-r 
Events or conditions identified Ihat may cast significant doubt on the entity's with Govemance 
ability to continue as a going concern, Indudlt,g: 
~ Whether the events or conditions constitute a material uncertainty 
~ Whether the use of the going concern assumption is appropriate in the 

preparation and presentation oflhe finaroclal statements 
~ The adequacy of related disclosures in Ihe financial statements 
Significant deficiencies In Internal controls Identlned during the audlt Report to Those Cha'lled 

with Governance 

Certification work Annual Report to those 
~ Summary of certification work undertaken charged with governance 

summarising grant 
certification, anc:! 
Management Letter if 
considered necessary 

Fee Information 
~ Breakdown offee informaUon atthe agreement 01 the iniijal audit plan 
~ Breakdown 01 fee information at the completion of the audit 
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AppandiltC Detailed scopes 

Our objective IS to form an opinion on the group's consolidated financial statements under International 
Standards on Auditing (UK and Ireland). 

We set audit scopes for each reporting unit which, when taken togetl1er, enable us to form an opinion on the 
group accounts. We take Into account the size, risk profile, changes in the business environment and other 
factors when assessing tl1e level of work to be performed al each reporting unij. 

... Full scope: locations deemed signirlcanl based on size and Ihose Witl1 significant risk factors are subject 
to a full sCOpe audil, covering all signirlcanl accounts and processes using materialily levels assigned by 
tl1e Emst & Young audit leam for purposes oflhe consolidated audit Procedures are full·soope in nature, 
but may not be sufficient to issue a stand-atone audit opinion on lhe local statutory financial statements 
(as matarialily thresholds support to the consolidated audit). 

... Specific scope: locations where only specific procedures are performed by the local audit team, based 
upon procedures, accounts or assertions Iden~fied byllle Ems! & Young audit team. 

... Limited Scope: limited scope procedures primarily consis! of enquiries ofmanagemenl and analytical 
review. On-site or desk lop reviews may be performed, according to our assessment of risk. 

The preliminary audil scopes we have edopted 10 enable us to report on the group accounts are sel out below. 
Our audij approach IS risk based, and therefore the data below on coverage of gross income and nat 
expenditure (before eliminafion of intercompany transactlons) is provided for your information only. 

Group audit scope 

Full 
Specirlc 
On site limited 
Off site limited (desktop) 

Numberof 
locations 

The three locations InclUded as lull scope reviews relate to Wokingham Housing Llmijed (WHL), Wokingham 
Enterprise Limited (WEL) and Optalis Limited. 

ISA600 (UK and Ireland) requires thal we provide you With an overview of the nature of ourplanned 
invotvement in the work to be performed by thecomponen! auditors of slgnfficant locationsireporting units. Our 
invotvemenl can be summarised as follows: 

Location name 

Wakingham Housing 
Limited (WHL)-- Limited 
scope locatlon 

We will review the final audited financial statements ofWHL, end the auditor's 
board report when pei10nnlng our tests of consolidation and analytical review 01 the 
amounts feeding into the group statements. 
We have written to tl1e auditor ofWHL (Hazlewoods) advising them of our intention 
to consider their work end have provided group Instructions for them to complete 

___ . _____ ~~~n to ourselves as principal auditor of the g~..:.._ .. ~ .• _ .. ___ _ 
Waklngham Enterprise Wewill review the final audited financial statements ofWEL, end tl1e aUditor's 
Limited (WELl-- Limited board report when performing our tests of consolidation and analytical review of the 
scope locatlon amounts feeding into the group statements. 

We have written to tl1e auditorofWHL (Hazlewoods) advising them of our intention 
to consider tl1eir work and have provided group Instructions for them to complete 
and return to ourselves as principal auditor of the group. 

optalisiimiteti·:-Li-;;;i.e;j· Wewmrev!eWliWflnal auditedfi;;a~cial slatementSoTOptalis LiITiiied, and the --
scope location auditor's board report when performing our tests of consolidation and analytical 

review of the amounts feeding Into the group statements 
We have written tothe auditorofWHL (Hazlewoods) advising them of our intenUon 
to consider tl1eir work and have provided group Instructions lor them to complete 
and return to ourselves as princ1pal auditor olthe group. 

28 



Emsl & Young LLP 

Assurance I Tax I Transaction I Advisory 

www.f'Ncom/uk 

The UK firm Ernsl & Young LLP is a limited liability 
partnarship regislered in England and Wales with 
registered numberOC300001 and is a member firm 
of Emst 8< Young Global Limited 

Ernst 8< Young LLP, 1 Mo!" London Place, London, SE1 2AF. 

© Emsl & Young LLP 2012. Publisl1ed in the UK 
All rights reserved. 

29 

Em'I$.Y,ung 119 




