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21 April 2009

Dear Mark

Annual audit fee 2009/10

| am writing to confirm the audit work and fee that we propose for the 2009/10 financial year at
Bury MBC. The Audit Commission now requires that we produce this letter style audit strategy,
in place of the more detailed audit and inspection plans that have been produced in previous
years. Our proposals:

are based on the risk-based approach to audit planning as set out in the Code of Audit
Practice and work mandated by the Audit Commission for 2009/10; and

reflect only the audit element of our work, and exclude any inspection and assessment fees
which will be charged separately by the Audit Commission. Your Comprehensive Area
Assessment Lead will be writing to you separately on these fees on behalf of the other
inspectorates.

As | have not yet completed my audit for 2008/09 the audit planning process for 2009/10,
including the risk assessment will continue as the year progresses and fees will be reviewed and
updated as necessary. We will naturally keep you informed.

The proposed indicative fee for the audit for 2009/10 is £295,500 (plus VAT). This compares to
the planned fee of £289,000 for 2008/09, a summary of thisis shown in the table below.

Audit area Planned fee 2009/10 | Planned fee 2008/09
Financial statements 147,500 143,100

Use of Resources’\VFM Conclusion 146,000 144,000
Whole of Government Accounts 2,000 1,900

Total audit fee 295,500 289,000

KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG
Europe LLP and a member firm of the KPMG network of independent Registered in England No OC301540
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I have not included an estimated fee for the certification of grant claims and returns at this stage.
I will write to the Director of Finance and E-Government separately and provide an estimate of
the fee when | have a better understanding of the likely scale of this work.

The indicative fee is based on a number of assumptions, which | have summarised in Appendix
1 to thisletter.

In setting the fee at this level, | have assumed that the general level of risk in relation to the
audit of the financial statements is not significantly different from that identified to 2008/09. A
separate plan for the audit of the financial statements will be issued in December 2009. This will
detail the risks identified, planned audit procedures and any changes in fee. If | need to make
any significant amendments to the audit fee during the course of the audit, 1 will first discuss
this with the Director of Finance and E-Government and then prepare a report for the Audit
Committee, outlining the reasons why the fee needs to change.

Our use of resources assessments will be based upon the evidence from three themes:
e Managing finances,

e Governing the business; and

e Managing resources.

The key lines of enquiry specified for the assessment are set out in the Audit Commission’s
work programme and scales of fees 2009/10. Our work on use of resources informs our
2009/10 value for money conclusion. However, | have identified a number of significant risks
in relation to my value for money conclusion. For each risk, | will consider the arrangements put
in place by the Council to mitigate the risk, and plan my work accordingly. My initia risk
assessment for value for money audit work is shown in the table below:

Risk Planned work Timing of work

Responding to therecession We will review the Council’s June — September
financial strategy in relation to the

management of major capital projects

and recent changes to reflect the

current economic climate. In doing so

we will specifically consider:

In view of the economic climate the
Council needsto ensure that its
financial planning arrangements are
robust to ensure any adverse
consequences can be managed.

Further to this the Council need to e financial planning including
ensure the project and risk consideration of revenue,
management arrangements for the cash flow and financing
major capital projects are robust. assumptions; and



Medium to long term financial
planning

The medium to long term is likely to
bring significant financial pressureto
all public services. The Council need
to ensure it has an appropriate
financial strategy to ensure services
can be provided.

Commissioning

The Council has experienced
significant financia pressuresin
Adult Care services during 2008/09.
The provision of these services and
Children’s socia care services
continue to represent significant risks,
in terms of the Council’ s ability to
meet growing demand for these
services.
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e project accountability, both
individually and corporately.

We will review the Council’smedium @ TBC
to long term financia strategy. In

particular, we will consider the

financial analysis the Council has

undertaken of the future financia

position and likely impact on the

Council. We will then review how

the Council is making progress on
implementing changes for the future.

Wewill review the Council’s TBC
commissioning arrangements for

Children and Adult social care

services. Indoing so we will

specifically consider:

e whether the Council hasa
clear vision of outcomes for
these services and what these
outcomes are based on;

e  how the Council seeksto
improve the value for money
of services through service
redesign;

e thedegreeto which the
Council evaluates different
options (internal, external
and jointly with partners) for
these services; and

e thedegreeto which it
understands the supply
market for these services.

| will issue separate project specifications for the projects identified above, before beginning the

work.

| expect to issue a number of reports relating to my work over the course of the audit. These are

listed at Appendix 2.
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The above fee excludes any additional work we may agree to undertake at the request of the
Council. Any such piece of work will be separately discussed and a detailed project
specification agreed with you.

The key members of our audit team for the 2009/10 audit are:

Name Role Contact details

Jillian Burrows Senior Manager Jillian.Burrows@kpmg.co.uk
0161 246 4705

Rashpal Khangura Manager Rashpal .K hangura@kpmg.co.uk
0113 231 3396

Heather Garrett Assistant Manager Heather.Garrett@kpmg.co.uk
0161 246 4294

Gemma Douse Audit Senior Gemma.Douse@kpmg.co.uk
0161 246 4314

We are committed to providing you with a high quality service. If you are in any way
dissatisfied, or would like to discuss how we can improve our service, please contact me in the
first instance. Alternatively, you may wish to contact KPMG's national contact partner for Audit
Commission work, Trevor Rees (trevor.rees@kpmg.co.uk).

If we are unable to satisfy your concerns, you have the right to make a formal complaint to the
Audit Commission. The complaints procedure is set out in the leaflet ‘Something to Complain
About’, which is available from the Commission’s website (www.audit-commission.gov.uk) or
on request.

Y ours sincerely

Adrian Lythgo
Engagement Lead

cc:
Mr Mike Kelly, Deputy Chief Executive
Mr Mike Owen, Director of Finance and E-Government


mailto:trevor.rees@kpmg.co.uk
http://www.audit-commission.gov.uk/
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Appendix 1 —Audit fee assumptions

In setting the fee, | have assumed that:

the level of risk in relation to the audit of the financial statements is not significantly
different from that identified for 2008/09;

you will inform us of significant devel opments impacting on our audit;
internal audit meets the appropriate professional standards;

internal audit undertakes appropriate work on all systemsthat provide material figuresin the
financial statements sufficient that we can place reliance for the purposes of our audit;

you will identify and implement any changes required under the CIPFA SORP within your
2009/10 financial statements;

your financia statements will be made available for audit in line with the timetable we
agree with you;

good quality working papers and records will be provided to support the financial
statements by the date we agree with you;

requested information will be provided within agreed timescales,
prompt responses will be provided to draft reports; and

additional work will not be required to address questions or objections raised by loca
government electors

Where these assumptions are not met, we will be required to undertake additional work which is
likely to result in an increased audit fee. The fee for the audit of the financia statements will be
re-visited when we issue the opinion audit plan.

Changes to the plan will be agreed with you. These may be required if:

new residual audit risks emerge;
additional work is required by the Audit Commission, KPMG or other regulators; or

additional work is required as aresult of changesin legislation, professional standards or as
aresult of changesin financial reporting.
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Our reports will be discussed and agreed with the appropriate officers before being issued to the

Audit Committee.

Planned output
Audit plan
Interim audit report (if required)

Report to those charged with governance (1SA260
report)

Auditor's report giving the opinion on the financia
statements and value for money conclusion

Use of resources report

Annual audit letter

Indicative date
June 2009
June 2010
September 2010

September 2010

September 2010
TBC



