
 

AUDIT SCRUTINY COMMITTEE 
 

CHAIRMAN:  Cllr Chris Clarance 

 

 

DATE: 
 

23 March 2017 

REPORT OF: Audit Manager 
 

SUBJECT: Assurance Letters for Compliance with International 
Auditing Standards 
 

PART I 
  

RECOMMENDATION 
 
To note the report. 
 
1. PURPOSE 
 

To give Members an opportunity to review the draft assurance letters which 
must be submitted to the external auditors on behalf of “those charged with 
governance” and the Chief Finance Officer. 
 

2. BACKGROUND  
 

2.1 Each year, our external auditors, Grant Thornton, write to the Chair of 
the Audit Scrutiny Committee and to the Chief Finance Officer, 
requesting an explanation of how they gain assurance over management 
processes and arrangements. 

 
2.2 This is a requirement of International Auditing Standards, aimed at 

preventing fraud in the annual accounts, and ensuring compliance with 
laws and regulations.    

 
2.3 The two letters are appended to this report, together with draft responses 

from both the Chair of Audit Scrutiny and the Chief Finance Officer. 
 
 
 
Sue Heath – Audit Manager  

 

Wards affected N/A 

Contact for any more information Sue Heath – Audit Manager – 01626 215258 

Background Papers (For Part I reports only) International Auditing Standards 

In Forward Plan N 

In Audit Scrutiny Work Programme Y 

 







TEIGNBRIDGE DISTRICT COUNCIL  
 
Please ask for: Lesley Tucker 
Telephone: 01626 215203 
E-mail: Lesley.Tucker@teignbridge.gov.uk 
 

 

 
Forde House Newton Abbot Devon TQ12 4XX 

 

Geraldine Daly 
Associate Director  
For Grant Thornton UK LLP 
Hartwell House 
55-61 Victoria Street  
Bristol BS1 6FT       

 
                        31 March 2017 

Dear Geraldine 
 
 
Audit of Teignbridge District Council Financial Statements 
Compliance with International Auditing Standards – Year Ending 31 March 2017 
 
 
Thank you for your letter dated 7 February 2017 in which you seek an understanding of 
the management processes in place to prevent and detect fraud, and to ensure 
compliance with law and regulation.  The responses to your enquiries are set out in the 
attached table.  
 
If you need any further information please don’t hesitate to contact me. 
 
Yours sincerely 
 
 
 
 
 
Lesley Tucker 
Chief Finance Officer 
(S151 Officer) 



TeDC Responses from Management: 

Auditor question Response 

What do you regard as the key events or 
issues that will have a significant impact 
on the financial statements for 2016/17? 

Nothing major in revenue. Largest land purchase in capital is for SANGS 
at £2.6 million total project costs in 2016/17. 

Have you considered the appropriateness 
of the accounting policies adopted by the 
Council? Have there been any events or 
transactions that may cause you to 
change or adopt new accounting policies? 

Yes, considered as part of the year end accounts. No need to change 
except for references to SERCOP, NDC being eliminated, inclusion of 
segments and update Council Tax and NDR note to CIPFA example. 

Are you aware of any changes to the 
regulatory environment that may have a 
significant impact on the financial 
statements of the Council? 

No known changes. 

How would you assess the quality of the 
internal control processes for the 
Council? 

Good. Internal audit team assess the quality of internal control and 
report outcomes to management and the Audit Scrutiny Committee. 
Internal audit reports have provided positive assurance opinions. 

How would you assess the process for 
reviewing the effectiveness of internal 
control? 

Good. As above re. internal audit activity.  Self-assurance statements 
are sought from service managers, for confirmation that controls have 
operated effectively throughout the year.  The Corporate Leadership 
Team (CLT) monitor this as part of the review of governance that 
informs the Annual Governance Statement. 

How do the risk management processes 
link to financial reporting? 

The key risks within all core financial systems that feed into the 
financial statements are reviewed and tested annually by internal audit. 
A sensitivity and risk analysis of the Council’s budget is undertaken and 
published with the budget. Quarterly budget monitoring reports to the 
Executive and monthly to CLT (Extended) identify financial risks, and 
budget holders receive management accounts. 
The risk of making a mistake is mitigated by ensuring that the financial 
statements are prepared by professionally qualified and experienced 
accountants; thorough data quality checks are carried out; and we 
subscribe to additional advisory services to ensure officers are kept 
informed of technical developments. 
 

How would you assess the arrangements 
for identifying and responding to the risk 
of fraud for the Council?  

Good.  Expected procedures are in place:  management have overall 
responsibility for ensuring fraud risks are managed; proactive fraud 
detection exercises are undertaken such as data matching; HR 
procedures require employees to be vetted; Whistleblowing and anti-
fraud policies exist;   Financial Instructions are in place and systems are 
reconciled / exception reports are reviewed to highlight irregular 
transactions.  Internal auditors review and test controls within financial 
systems annually. 
 

What has been the outcome of these 
arrangements so far this year?  

Recovery of housing benefit overpayments; stopping of Council Tax 
discount and support and a number of NDR avoidances have been 
stopped. Internal audit assurance has been positive. They have 
reported no weaknesses. 
 

What have you determined to be the 
classes of accounts, transactions and 
disclosures most at risk to fraud? 

As above, our largest fraud losses are deemed to be due to fraudulent 
HB, Council Tax Support or discount claims and NDR avoidance. 
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Are you aware of any whistle blowing 
potential or complaints by potential 
whistle blowers? If so, what has been 
your response? 

No. 

Have any reports been made under the 
Bribery Act? 

No. 

As a management team, how do you 
communicate risk issues (including fraud) 
to those charged with governance? 

Risks are recorded in the corporate risk register and this is reported to 
the Audit Scrutiny Committee; risk management report and includes 
fraud risk; full internal audit reports and quarterly summary of audits 
are also reported; and Better Governance Forum briefings on generic 
risks / emerging issues that may affect us. 

As a management team, how do you 
communicate to staff and employees 
your views on business practices and 
ethical behaviour? 

Expected standards are set out in various ways including: Council’s 
Constitution; Code of Conduct; Financial Instructions; Contract 
Procedure Rules; Local Code of Governance; and Teignbridge Vision and 
Values Statement.   Employees are required to avoid conflicts and 
declare personal interests or offers of gifts or hospitality. A protocol on 
member / officer relations exists and equalities policies are in place. 

 
Communication is ongoing through induction; via the intranet; staff 
handbook; day to day management; staff briefings, team meetings and 
1-1’s; via the Chief Executive’s bulletin. 

What are your policies and procedures 
for identifying, assessing and accounting 
for litigation and claims? 

Litigation or claims against the Council are dealt with by the Council’s 
Solicitor and legal team, who liaise with the Chief Finance Officer and 
Finance Manager in order to assess potential financial impacts.  
External advice is sought where necessary. The Chief Finance Officer is 
responsible for ensuring appropriate accounting treatment of any 
potential liabilities. 

Is there any use of financial instruments, 
including derivatives?  

No. 

Are you aware of any significant 
transaction outside the normal course of 
business? 

No. 

Are you aware of any changes in 
circumstances that would lead to 
impairment of non-current assets?  

No. 

Are you aware of any guarantee 
contracts?  

No. 

Are you aware of allegations of fraud, 
errors, or other irregularities during the 
period? 

None, other than those within HB, CTS and CT discount as mentioned 
above.  

Are you aware of any instances of non-
compliance with laws or regulations or is 
the Council on notice of any such possible 
instances of non-compliance? 

No. 
 
 
 

Have there been any examinations, 
investigations or inquiries by any 
licensing or authorising bodies or the 
tax and customs authorities? 

No. 
 

Are you aware of any transactions, events 
and conditions (or changes in these) that 
may give rise to recognition or disclosure 
of significant accounting 
estimates that require significant 
judgement? 

No change in previous Note 3 on critical judgements. 



 3 

Where the financial statements include 
amounts based on significant estimates, 
how have the accounting estimates been 
made, what is the nature of the data 
used, and the degree of estimate 
uncertainty inherent in the estimate? 

These will be covered in previous note 3 on critical judgements. 

Are you aware of the existence of loss 
contingencies and/or un-asserted claims 
that may affect the financial statements? 

Not aware of anything material. We will re-confirm this with Legal on 
31 March 2017. 

Has the management team carried out an 
assessment of the going concern basis for 
preparing the financial 
statements? What was the outcome of 
that assessment?  

Our Medium Term Financial Plan (MTFP) covers our robustness to 
trade.  The sensitivity analysis covers potential creditors.  The 
management team do not look at going concern in relation to our year 
end accounts directly.  We instead report to them internally throughout 
the year and at end of year with material highlights including the 
balance sheet provision. 

The public sector interpretation of IAS1 
means that unless services are being 
transferred out of the public sector, the 
financial statements should be prepared 
on a going concern basis. Management is 
required to consider whether there are 
any material uncertainties that cast 
doubt on the organisations ability to 
continue as a business.  
What is the process for undertaking a 
rigorous assessment of going concern for 
the Council? Is the process carried out 
proportionate in nature and depth to the 
level of financial risk and complexity of 
the organisations and their operations? 
How will you ensure that all available 
information is considered when 
concluding the organisation is a going 
concern at the date the financial 
statements are approved? 

Monthly management accounts are submitted to CLT for them to 
monitor our moving position together with any other reports from the 
Chief Finance Officer re. funding etc. 
 
The process looks at material items that are relevant to our financial 
sustainability. 
 
 
 
 
 
 
 
 
 
We consider information from the Legal department, external sources 
and MTFP going forward. 
 
 
 

Can you provide details of those solicitors 
utilised by the Council during the year. 
Please indicate where they are working 
on open litigation or contingencies  
from prior years? 

Bevan Brittan : Housing Company 
Anthony Collins  : Building Control 
Clarke Willmot : Dawlish SANGS 
Bond Dickinson : Market Walk & Ashburton Swimming Pool 
Michelmores : Market Walk (PO lease) 
Ashfords : Estates advice 

Can you provide details of other advisors 
consulted during the year and the issue 
on which they were consulted? 

Harrison Clark Rickerbys Solicitors - management pay structure. 
Montagu Evans: Market Walk 
Valuation Office: 
1. Viability assessment of developer’s affordable housing claim.  
2. SANGS valuation SW Exeter. 

Have any of the service providers used by 
the Council reported any items of fraud, 
non-compliance with laws and 
regulations or uncorrected 
misstatements which would affect the 
financial statements? 

No. 

 







Please Ask For:  Councillor Chris Clarance 
Tel:  01626 873792 
Email: chris.clarance@teignbridge.gov.uk 
 

My Ref: SH/CC 

 
 
Geraldine Daly 
Grant Thornton UK LLP 
Hartwell House 
55-61 Victoria Street 
Bristol   
BS1 6FT 
             31 March 2017 
Dear Geraldine 
 
Teignbridge District Council 
Financial Statements for the year ending 31 March 2017 
Understanding how the Audit Scrutiny Committee gains assurance from management 
 
Further to your letter, I provide my responses to your questions as follows: 
 
1) How does the Audit Scrutiny Committee oversee management’s processes in relation to: 

- carrying out an assessment of the risk that the financial statements may be misstated 
due to fraud or error 

- identifying and responding to the risk of breaches of internal control 
- identifying and responding to the risks of fraud in the organisation (including any specific 

risks of fraud which management have identified or that have been brought to its 
attention, or classes of transactions, account balances, or disclosure for which a risk of 
fraud is likely to exist) 

- communicating to employees its views on appropriate business practice and ethical 
behaviour (for example by updating, communicating and monitoring against the codes of 
conduct)? 

 
The Audit Scrutiny Committee reviews and approves the annual plan of internal audit work. 
The plan takes into account a fraud risk assessment which covers all fundamental financial 
systems and considers the likelihood of fraud and error.  The Audit Scrutiny Committee 
receives regular progress reports on planned audit work.  It also receives reports on financial 
matters e.g. Treasury Management activities; strategic and corporate risks; governance and 
counter fraud issues such as the results of the National Fraud Initiative.  
 
The systems through which transactions are processed, and from which the financial 
statements are derived, are examined annually by internal and external audit and the Audit 
Scrutiny Committee receive and consider the findings of these audits which assures me that 
the internal control framework is sound and that no material fraud or error has been detected. 

 
The financial statements are prepared by professionally qualified and experienced 
accountants. The Finance Manager and Audit Manager attend Audit Scrutiny Committee 
meetings to advise on their respective areas. 
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Financial activities are subject to the Council’s Financial Instructions and Contract Procedure 
Rules, both of which the Audit Scrutiny Committee has oversight.  A Financial Instructions 
monitoring report covering the number of times the Financial Instructions and Contract Rules 
have been waived and the reasons why, is regularly considered by the Committee.  
 
Council officers are bound by their Code of Conduct which directs ethical behaviour and 
includes the need to declare interests, and there are Anti Fraud and Whistleblowing policies 
which the Audit Committee has oversight.  The Audit Manager keeps me informed of any 
specific fraud matters.  I am aware that officers also receive guidance and policies exist to 
cover acceptable computer use in order to help mitigate the risk of computer or cyber fraud. 

 
The Audit Scrutiny Committee receives the Internal Audit Manager’s internal audit reports and 
annual assurance opinion, external audit reports, and the results of an annual review of 
governance, all of which provide information on the extent to which the expected management 
processes are in place.  The Council’s Annual Governance Statement is reviewed and 
approved by the Audit Scrutiny Committee. 

 
2) Do you have knowledge of any actual, suspected or alleged frauds? 

I am aware that detection of Housing Benefit and Council Tax Support fraud is ongoing.  A 
number of Council Tax discounts were also removed as a result of participation in the 
National Fraud Initiative and other data matching exercises.   I am not aware of any other 
actual, suspected or alleged frauds that would materially affect the accounts. 

 
3) How does the Audit Scrutiny Committee gain assurance that all relevant laws and regulations 

have been complied with? 
Business Leads, Business Managers and service managers have managerial responsibility 
for ensuring that laws, regulations and organisational rules and policies are complied with.  
Assurance is obtained through the annual review of governance in which they certify, 
amongst other things, that statutory obligations have been fulfilled.  The results of this annual 
assurance gathering exercise are considered by the Audit Scrutiny Committee, along with the 
results of routine audits of service activities.  Members are able to call responsible officers to 
attend the Audit Scrutiny Committee where additional challenge or explanation is required. 

 
I am aware that the Monitoring Officer and Section 151 Officer review decision making 
reports to ensure decisions are lawful, fair, and based on sound financial evidence.   The 
Monitoring Officer has a duty to advise members of any potential unlawfulness or 
maladministration. 

 
4) Awareness of any  actual or potential litigation claims affecting the financial statements 

I am not aware of any. 
 
I attach the schedule of responses to further questions, as requested, and trust this provides you 
with the information you require. 
 
Yours sincerely 
 
Chris Clarance - Chairman  
Audit Scrutiny Committee  
 

Teignbridge District Council, Forde House, Newton Abbot, Devon, TQ12 4XX 

DX121075 Newton Abbot 5   



 

TeDC Response from Audit Scrutiny Committee Chair (2016-2017) 

Fraud risk assessment 

Auditor Question Response 

Has the risk of material misstatement in the financial 
statements for the Council due to fraud been assessed? 

The Internal Audit Manager has confirmed that fraud risks within financial systems from which the 
financial statements are derived have been considered when planning and carrying out financial 
systems work.  Fraud risks are also considered as part of the Council’s corporate risk management. 

What are the results of this process? The mitigated risk of fraud was considered to be low for internal financial transactions.  

What processes does the Council have in place to 
identify and respond to risks of fraud? 

I am aware that the Council has a number of measures in place which include the following: 
- Management have responsibility for internal control and counter fraud measures – the Audit 

Manager obtains annual certification of this as part of the annual governance review which is 
reported to the Audit Scrutiny Committee and included in the Annual Governance Statement 

- A fraud risk analysis of all services and systems maintained by the Internal Audit Manager 
- An Anti Fraud and Corruption Strategy, Fraud Response Plan; Anti Money Laundering policy, 

and Whistleblowing policy which cover various ways of reporting concerns are in place 
- Financial Instructions, Contract Rules, and Scheme of Delegation direct proper practices for 

financial matters 
- Participation in fraud detection and data matching exercises such as National Fraud Initiative, 

the results of which are brought to the Audit Scrutiny Committee 
- A Counter Fraud and Compliance Officer looks at Benefit, Council Tax and C.Tax Support fraud 
- Periodic reviews of counter fraud controls within internal audit reviews of systems (committee 

members receive all internal audit reports). 
 

Have any specific fraud risks, or areas with a high risk of 
fraud, been identified and what has been done to 
mitigate these risks? 

Our largest fraud losses are due to fraudulent Benefit and Council Tax Support claims, and Council Tax 
discount fraud.  Mitigations continue to be applied at the application stage such as verification of 
claims up front and data matching including the Real Time Initiative for Council Tax Support.  The 
Audit Scrutiny Committee approves the Risk Based Verification policy used for vetting Benefit claims .   
The DWP are now responsible for investigating Benefit fraud. 
 

Are internal controls, including segregation of duties, in 
place and operating effectively? 

Yes, as far as I am aware.   Internal Audit reports and the Internal Audit Manager’s annual opinion 
statement provide me with assurance in this respect. 
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If not, where are the risk areas and what mitigating 
actions have been taken? 

Controls continue to be audited and have been reported as operating effectively.   

Are there any areas where there is a potential for 
override of controls or inappropriate influence over the 
financial reporting process (for example because of 
undue pressure to achieve financial targets)?  

I am unaware of any override, or conditions which would increase the risk of this. 

Are there any areas where there is a potential for 
misreporting? 

I am unaware of any such areas. 

How does the Audit Scrutiny Committee exercise 
oversight over management's processes for identifying 
and responding to risks of fraud? 

Through ongoing scrutiny of: the Audit Plan and resulting audit reviews and the Financial Statements; 
periodic benchmarking of fraud survey data;  oversight of counter fraud policies; review of the risk 
register which includes fraud risk; updates on fraud issues from Audit Manager. 

What arrangements are in place to report fraud issues 
and risks to the Audit Scrutiny Committee? 

As above.  The Internal Audit Manager may also brief the Chairman privately should the need arise 
and the committee can request the attendance of specific officers to address any particular concerns. 

How does the Council communicate and encourage 
ethical behaviour of its staff and contractors? 

The Council has a Code of Governance; Code of Conduct; Financial Instructions; Contract Rules; Anti-
Fraud and Corruption; Anti Money Laundering; Whistleblowing, and Computer Security related 
policies and procedures. Ethics are also included in a Vision and Values statement which has been 
widely publicised. Employees are required to declare any personal interests or offers of gifts or 
hospitality. These are recorded in a corporate register which is periodically reviewed by Internal Audit. 
A protocol on member / officer relations exists and equalities policies are in place. I am informed that 
these are communicated in various ways such as inductions for new staff; via the intranet; and at staff 
appraisals. The Chief Executive’s bulletin is distributed monthly which includes corporate issues and 
expected standards. Procurement contracts and Contract Procedure Rules cover the requirement to 
use anti collusion clauses and reduce the risk of anti-competitive behaviour.  Creditor payment 
remittance advices include an anti-fraud message. A protocol on conflicts of interest in procurement 
procedures is also in place, which is administered by the Council’s Corporate Procurement officer.  
 
 

How do you encourage staff to report their concerns 
about fraud?  
 
 
Have any significant issues been reported? 

The Council has a Whistleblowing policy.  Staff can approach a number of people if not comfortable 
speaking to their manager with their concerns.  Information about this has been put on noticeboards 
and on the Council’s intranet for staff awareness.  

No significant issues have been raised. 
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Are you aware of any related party relationships or 
transactions that could give rise to risks of fraud? 

I am advised that reviews of the registers of members and officer interests have revealed no such 
relationships.  Payroll to Creditor data matches have also been examined and no causes for concern 
were identified.  
 

Are you aware of any instances of actual, suspected or 
alleged, fraud, either within the Council as a whole or 
within specific departments since 1 April 2016? 

As above, Benefit and Council Tax Support fraud is ongoing.  A number of Council Tax discounts have 
also been removed following counter-fraud checks.   I am not aware of any internal fraud this year. 

 
 
Law and regulation 

Auditor Question Response 

What arrangements does the Council have in place to 
prevent and detect non-compliance with laws and 
regulations? 

The Monitoring Officer and Section 151 Officer (Chief Finance Officer) review decision making reports 
to ensure decisions are lawful, fair, and based on sound financial evidence.  The Council’s Solicitor is 
also involved where necessary. 
 
The Monitoring Officer is duty bound to advise members of any unlawfulness or maladministration.  
The Section 151 Officer is responsible for ensuring the lawfulness and financial prudence of decisions.   
These roles are formalised in the Council’s Constitution. 
 
Business Leads, Business Managers and Managers have managerial responsibility for ensuring that 
laws, regulations and organisational rules and policies are complied with through effective systems of 
internal control. 

How does management gain assurance that all relevant 
laws and regulations have been complied with? 

Through monitoring and control; internal audit review, other inspections; appointment of 
professionally qualified officers for key posts; subscription to advisory services and professional advice 
where necessary for timely notification of legislative changes. 
 

How is the Audit Scrutiny Committee provided with 
assurance that all relevant laws and regulations have 
been complied with? 

Internal Audit reports; annual assurance opinion; reports of other inspectorates and review bodies; 
results of the annual governance review in which managers are required to certify that their statutory 
obligations have been fulfilled.  
 

Have there been any instances of non-compliance or 
suspected non-compliance with law and regulation 
since 1 April 2016? 

 I am not aware of any. 
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What arrangements does the Council have in place to 
identify, evaluate and account for litigation or claims? 

Litigation or claims against the Council are dealt with by the Council’s Solicitor and legal team, who 
liaise with the Chief Finance Officer and Finance Manager in order to assess potential financial 
impacts.  External advice is sought where necessary. The Chief Finance Officer is responsible for 
ensuring appropriate accounting treatment of any potential liabilities. 

Is there any actual or potential litigation or claims that 
would affect the financial statements? 

I am not aware of any. 

Have there been any reports from other regulatory 
bodies, such as HM Revenues and Customs, which 
indicate non-compliance? 

I am not aware of any.   

 

 


