— 2 |
|-

. E=
Audit Completion Report -
w7 | -
Derbyshire County Council - Year ended ' !, -\,!!
31 March 2022 i | 1~
At |
March 2023 ﬂl ,, ¥ 3 \ “E

mazars



Contents

01 Executive summary

02 Status of the audit

03 Audit approach

04 Significant findings

05 Internal control recommendations
06 Summary of misstatements

07 Value for Money

Appendix A: Draft management representation letter
Appendix B: Draft audit report
Appendix C: Independence

Appendix D: Other communications

Our reports are prepared in the context of the ‘Statement of Responsibilities of auditors and audited bodies’ and the ‘Appointing Person Terms of Appointment’ issued by Public Sector Audit Appointments Limited.
Reports and letters prepared by appointed auditors and addressed to the Council are prepared for the sole use of the Council and w e take no responsibility to any member or officer in their individual capacity or to any third party.
Mazars LLP is the UK firmof Mazars, an international advisory and accountancy group. Mazars LLP is registered by the Institute of Chartered Accountants in England and Wales.

mazars



mazars

Audit Committee Mazars LLP
Derbyshire County Council 2 Chamberlain Square
County Hall Birmingham
Matlock B3 3AX
DE4 3AG

13 March 2023

Dear Committee Members

Audit Completion Report — Year ended 31 March 2022

We are pleased to presentourfinal Audit Completion Reportforthe year ended 31 March 2022. The purpose ofthis documentis to summarise our auditconclusions.

The scope of our work, including identified significant audit risks and other areas of management judgement, was outlined in our Audit Strategy Memorandum dated 21 February 2022. We have reviewed our Audit Strategy
Memorandum and concluded thatthe original significantauditrisks and other areas ofmanagementjudgementremain appropriate.

The completion of the Audit has been delayed due to the national Infrastructure Accounting matter which we have brought to the Committee’s attention in our previous reports, including our findings report to the Committee’s
November 2022 meeting. CIPFA has now issued its update to the Accounting Code of Practice 2021/22 and its supporting guidance, and DLUHC has confimed the changes to its relevant Regulations. Our report confirms that a
small number of changes have been agreed to the disclosures within the financial statements approved at the November 2022 meeting to comply with the requirements of the updated Code and the amended Regulations. We
have identified in Section 2 of the Reportthe final remaining closure steps which will now be completed before we issue ourauditopinion, including our normal consideration ofany relevant PostBalance Sheet Events.

We would like to express our thanks for the assistance of your team during our audit.

If you would like to discuss anymatters in more detail, then please do nothesitate to contact me on Mark.Surridge@mazars.co.uk

Yours faithfully

Mark Surridge, Director

Mazars LLP

Mazars LLP — 2 Chamberlain Square, Birmingham, B3 3AX

Tel: 0121 232 9500 — www.mazars.co.uk

Mazars LLP is the UK firm of Mazars, an integrated international advisory and accountancy organisation. Mazars LLP is alimited liability partnership registered in England and Wales with registered number OC308299 and with its registered office at 30 Old Bailey, London EC4M 7AU.
We are registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales. Details about our audit registration can be viewed at www.auditregister.org.uk under reference number C001139861. VAT number: 839 8356 73
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1. Executive summary

Principal conclusions and significant findings

The detailed scope of our work as your appointed auditor for 2021/22 is set out in the National Audit Office’s
(NAO) Code of Audit Practice. Our responsibilites and powers are derived from the Local Audit and
Accountability Act 2014 and as outlined in our Audit Strategy Memorandum, our audit has been conducted in
accordance with International Standards on Auditing (UK) and means we focus on audit risks that we have
assessed as resulting in a higherrisk of material misstatement.

In section 4 of this report, we have set out our conclusions and significant findings from our audit. This section
includes our conclusions on the audit risks and areas of management judgement in our Audit Strategy
Memorandum, which include:

+ Managementoverride of controls;

* Netdefined benefitliabilityvaluation; and

* Valuation of land and buildings.

Misstatements and internal control recommendations

Section 5 sets out internal control recommendations and section 6 sets outauditmisstatements.

Status and audit opinion

We reported our findings in respect of the audit of the financial statements for the year ended 31 March 2022 to
the November 2022 Audit Committee meeting and the audit work is virtually complete. The few remaining
procedures at the time of preparing this report are outlined in section 2. We will provide an update to you in
relation to any of these matters through our normal follow up letter.

Subjectto the satisfactoryconclusion ofthese remaining steps we have the following conclusions:

Audit approach Significant findings
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Internal control
recommendations

Audit opinion

We anticipate issuing an unqualified opinion, without modification, on the financial
statements. Ourproposed auditopinion is included in the draft auditor’s reportin Appendix
B.

Value for Money

We anticipate having no significantweaknesses in arrangements to reportin relation to the
arrangements thatthe Council has in place to secure economy, efficiency and effectiveness
in its use of resources. Furtherdetail on our Value for Money work s provided in section 7
of this report.

Whole of Government Accounts (WGA)

We have not yet received group instructions from the National Audit Office in respectof our
work on the Council’s WGA submission. We are unable to commence our work in this area
until such instructions have been received.

Wider powers

The 2014 Act requires us to give an elector, or any representative of the elector, the
opportunity to question us aboutthe accounting records ofthe Council and to considerany
objection made to the accounts. No such correspondence from electors has been received.

Summary of

misstatements Value for Money
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2. Status of the audit

Our work is substantiallycomplete and there are currently no matters of which we are aware that would require modification of our auditopinion, subjectto the outstanding matters detailed below.

Audit area

Status

Description of the outstanding matters

Internal Quality Review

We are finalising our intemal quality review procedures and with the Council ensuring that all appropriate and relevant
changes are reflect in the final financial statements, including final review and clearance over the changes and

[Amber] disclosures relating to infrastructure assets
c leti d . Procedures such as our quality control, review for postbalance sheetevents,and managementrepresentations are
ompletion procedures [Amber] ongoing,and willremain as such, through to the date of issuing the auditor’s report.
Whole of Government ® We have not yet received group instructions from the National Audit Office in respect of our work on the Council’s
Accounts [Green] WGA submission. We are unable to commence ourwork in this area until such instructions have been received.
Value for M o Our VFM work is substantially complete and we have not identified any significant weaknesses that require further
alue tor Money [Green] work or reporting to members. Our commentarywill be included within our Annual Auditor’s Report.

. . . P~ - Internal control Summary of
Executive summary Status of audit Audit approach Significant findings recommendations misstatements

[Red] Likely to resultin material adjustment
or significantchange to disclosures within
the financial statements.

[Amber] Potential to resultin material
adjustmentorsignificantchange to
disclosures within the financial statements.

[Green] Not considered likelyto resultin
material adjustmentor change to
disclosures within the financial statements.

Value for Money Appendices
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3. Audit approach

Changes to our audit approach

We provided details of our intended audit approach in our Audit Strategy Memorandum. We have not made
any changes to our audit approach since we presented our Audit Strategy Memorandum.

Materiality

Our provisional materiality at the planning stage of the audit was set at £30.3m using a benchmark of 2% of
gross operating expenditure. Our final assessment of materiality, based on the final finandial statements and
qualitative factors, is £32.1m using the same benchmark.

Use of experts

Information below was disclosed within our Audit Strategy Memorandum. No changes to our audit approach
have been identified.

account

Property Internal Valuer None

PI

Eqauni;)i:gnt We have used third party evidence
provided via the NAO to supportour
challenge of valuation assumptions.

Pensions Hymans Robertson LLP PWC

Actuary for Derbyshire Pension Fund (LGPS) (Consulting actuaryappointed by the

NAO).

Financial Arlingclose Limited None.

Instrument T t advi

e reasury managementadvisors

Executive summary Status of audit Audit approach Significant findings r;gé%ﬁégggfigl]s msigg;gt]:rqe%fts Value for Money Appendices
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4. Significant findings

In this section we outline the significantfindings from our audit. These findings include:
» ourauditconclusionsregarding other significantrisks and key areas of managementjudgementoutlined in the Audit Strategy Memorandum;

* our comments in respect of the accounting policies and disdosures that you have adopted in the financial statements. On page 15 we have concluded whether the financial statements have been prepared in accordance with
the financial reporting framework and commented on anysignificantaccounting policychanges thathave been made during the year;

» any further significantmatters discussed with management; and

» any significantdifficulties we experienced during the audit.

Significant risks

Management override of Description of the risk

controls
This is a mandatorysignificantrisk on all audits due to the unpredictable wayin which such override could occur. Managementat various levels within an organisation are in a unique

position to perpetrate fraud because oftheir ability to manipulate accounting records and prepare fraudulentfinancial statements byoverriding controls that otherwise appearto be
operating effectively. Due to the unpredictable wayin which such override could occur there is a risk of material misstatementdue to fraud on all audits.

How we addressed this risk

We addressed this risk through performing auditwork over:

» Accounting estimatesimpacting amountsincluded in the financial statements;

» Consideration ofidentified significanttransactions outside the normal course ofbusiness; and

« Journals recorded in the general ledgerand otheradjustments made in preparation of the financial statements.

Audit observations

Our considerations of estimates did not highlight any material concerns. We did not identify any significant transactions outside the nomal course of business. We applied a combination
of audit judgementand computer aided audittools to analyse and perform tests over journal entries.

Audit conclusion

Our audit procedures have not identified any material errors or uncertainties in the finandial statements, or other matters that we wish to bring to Members’ attention in relation to
managementoverride of controls.

Executive summary Status of audit Audit approach Significant findings relcr:]é?r:rr]ﬁér?ggtti?ris mSisL,lgt];?:rrnye(r)\fts Value for Money Appendices

mazars "



4. Significant findings

Defined benefit liability
valuation

(Local Government
Pension Scheme)

The defined benefitliabilityrelating to the Local Government pension scheme represents a significantbalance on the Council’s balance sheet. The Council uses an actuaryto provide an annual
valuation of these liabilitiesin line with the requirements of IAS 19 Employee Benefits. Due to the high degree of estimation uncertaintyassociated with this valuation, we have determined there
is a significantriskin this area.

Relevant Account Balances (taken from the 2021/22 financial statements):

* NetPension Liability— LGPS: £741m

How we addressed this risk
We addressed this risk by:
» criticallyassessing the competency, objectivity and independence ofthe Pension Fund’s Actuary;

» liaising with the auditors ofthe Derbyshire Pension Fund to gain assurance thatthe controls in place at the Pension Fund are designed and implemented correctly. This included the
processes and controls in place to ensure data provided to the Actuary by the Pension Fund for the purposes ofthe IAS 19 valuation is complete and accurate;

» reviewing the appropriateness ofthe Pension Assetand Liabilityvaluation methodologies applied bythe Pension Fund Actuary, and the key assumptions included within the valuations. This
included comparing them to expected ranges, utilising information bythe consulting actuaryengaged by the National Audit Office; and

» agreeingthe data inthe IAS 19 valuationreport provided by the Fund Actuary for accounting purposes to the pension accounting entries and disclosures in the Council’s financial statements.

Audit Observations

The Council's share ofthe LGPS pension fund netliability (being a deficitposition) of £741m has decreased from £1,024m in the prior year as shown in Note 48 of the financial statements. The
main movements being an increase in the value of pension assets from £2,393mto £2,560m;and a decrease in the value of pension liabilities from £3,418mto £3,301m.

The Council has disclosed at Note 4 a Prior Period Adjustment relating to errors identified by the Pension Fund’s Actuary in its 2019 actuarial valuation of the fund. As reported at page 15 we
have discussed this with managementand have no additional matters to report.

A non-material £10.7m misstatement has been identified in relation to the movement on Local Government Pension Fund assets. Management do not propose to adjust the financial statements
for this misstatement. Further details are in part 6 of this report.

Audit conclusion

Aside from this unadjusted non-material misstatementthere are no further issues noted from our testing thatneed to be broughtto the attention of Members.

Executive summary
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4. Significant findings

Valuation of Description of the risk
land and
buildings Land and buildings assets are a significantbalance on the council’s balance sheet. The valuation of these properties is complexand is subjectto a numberof managementassumptions and judgements.

Due to the high degree of estimation uncertaintyassociated, we have determined there is a significantriskin this area.
Relevant accountbalances (taken from the 2021/22 financial statements):

* Land & Buildings (£1,227m - Note 14)

How we addressed this risk

We addressed this risk by:

» criticallyassessing the scope of work, qualifications, objectivityand independence ofthe Council’s valuer to carry out the required programme ofrevaluations;

« considering whether the overall revaluation methodologies used bythe Council’s valuers were in line with industry practice, the CIPFA code of practice and the Council’s accounting policies;
+ assessing whethervaluation movements were in line with marketexpectations by considering valuation trends;

+ critically assessing the approach thatthe Council adopts to ensure that assets thatare not subjectto revaluation in 2021/22 are materiallycorrect, including considering the robustness ofthat
approachin lightof the valuation information reported by the Councils valuers.

Audit observations

We have notidentified any material errors or other matters to reportfrom the work carried out to date.

Audit conclusion

We have notidentified any material errors or uncertainties in the financial statements, or other matters thatwe wish to bring to Members’ attention in relation to the valuation of land and buildings.

Executive summary Status of audit Audit approach Significant findings relcr:]é?r:rr]ﬁér?ggtti?ris mSisL,lgt];?:rrnye(r)\fts Value for Money Appendices
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4. Significant findings

Other key areas of management judgement and enhanced risks

Sinfin Waste Recycling Description

The long-term waste management contractbetween Derbyshire County Council, Derby City Council and Resource Recovery Solutions came toanendin 2019. Work is underwayto
determine the condition and capabilityof the currently non-operational treatmentfacility. The Council’s managementwill need to make ajudgementon how to accountfor the assetin
2021/22.

How we addressed this risk

We have continued to liaise with management regarding facility and considered the basis of the accounting judgement and the impact on the financial statements for 2021/22 including the
adequacyof disclosures.

Audit observations

The facility has continued to be accounted for as an Asset Under Construction, which we are satisfied is appropriate. The notes to the accounts include relevantdisclosures

Audit conclusion

There are no matters that we wish to bring to Members’ attention in relation to management's judgements regarding the accounting for and disclosure of the facility.

Executive summary Status of audit Audit approach Significant findings relcr:]éi:r::ér?ggtti?rls mSisL,lgt];?:rrnye%fts Value for Money Appendices
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4. Significant findings

Qualitative aspects of the Council’s accounting practices

We have reviewed the Council's accounting policies and disclosures and concuded they comply with the
2021/22 Code of Practice on Local Authority Accounting, appropriatelytailored to the Council’s circumstances.

Draft accounts were received published by the Council by the 31 July 2022 deadline and were of a good
quality.

Infrastructure Assets

Balance perdraft accounts £380m

Accounting for infrastructure in local government has not historically been considered to be an area of
significant audit risk, due to the inalienable nature of the assets and the use of a historical cost basis of
accounting. However, concerns have been raised that some authorities are not applying component accounting
requirements appropriately. The issue raised is in relation to the derecognition (removal of the carrying amount)
of parts of infrastructure assets when replacement expenditure is undertaken. There are also related issues for
the reporting of gross historical cost and accumulated deprediation. Infrastructure assets are one of the few
categories of property, plantand equipmentassets measured athistorical cost.

Nomal custom and practice for infrastructure assets is that derecognition does not affect asset balances
because the assefs are expected to have been fully used up before the replacement expenditure takes place;
this does require that assets are properly depreciated in line with the requirements of the Accounting Code.
This issue arises in part because of limitations on historical information relating to when the assets were first
recorded on balance sheets in the early 1990s, and where there have been transfers of assets because of local
authority reorganisations. It is also extremely difficult to clearly identify the parts of the assets which are being
replaced.

CIPFA’'s temporary accounting solution (communicated through an updated to the 2021/22 Code of Accounting
Practice and a supporting Guidance Bulletin), with a supporting statutory override through DLUHC’s changed
Regulations, was confimed in January 2023. Management has now reviewed its accounting records and
practices in this area in the light of the flexibilities available through the updated Code and Regulations. This
included reviewing the Council’s fixed asset register for infrastructure assets and determining whether suitable
records were in place to support the balance, including compliance with relevant accounting standards.
Following this review, the Council has opted to apply the statutory override, which in effect requires a change in

Executive summary Status of audit

Audit approach Significant findings

accounting policyand change in the disclosuresto the financial statements.

We have maintained ongoing dialogue regarding the approach taken by the Council and noted the proposal to
adopt the temporary Code change and to apply the statutory override option provided by the amended
Regulations. We have considered the potential implications on the financial statements and reviewed the
disclosure changes made at Note 14 to the updated financial statements. Our work on this area is though
subjectto final quality control procedures.

Significant matters discussed with management

Significant matters discussed with management during our audit, and which had implications for out audit
testing and reporting included:

» The on-going impact of Covid-19 on the Council's business, including any potential impact on risks of
material misstatement;

* How the current financial market, has impacted the Council’'s budget setting process, and assumptions
made within the financial statements, alongside the impact of future funding.

* Note 4 to the financial statements explains the background to the Prior Period Adjustment required following
the Derbyshire Pension Fund Actuary's disclosure in 2021/22 of errors in its allocation of fund assets as part
of the 2019 triennial actuarial valuation of the Fund. The errors, which affected the County and Derby City
Coundils, are material and required changes to all the primary statements as well as many supporting notes.
Management raised the issue and the updated reports from the Actuary with us at an early stage, and we
were able to discuss the actions required and review the proposed Note 4 and other changes to prior year
figures before the draft financial statements were published. We have nothing further to report following our
review of these entries as partof the detailed auditwork.

* The County Council and Derby City Council are engaged in a project to develop a New Waste Treatment
Facility (NWTF) in Sinfin, Derby. The facility was planned to open in 2017 and was being built, was being
built on the Councils’ behalf by a company set up in partnership between the construction firn building the
plant and a waste management company. The Councils’ contract with the partnership company was
terminated on in August 2019, following the issuing of a legal notice by the banks funding the project.
Management has kept us informed of the steps being taken to resolve this matter and there are relevant
disclosures atNote 2 (Critical Judgements) and Note 51 (ContingentLiabilities) to the financial statements.

Internal control
recommendations

Summary of

misstatements Value for Money

Appendices
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4. Significant findings

Going Concern

The Council’s financial statements are prepared on the assumptions thatitis a going concern and will continue
its operations for the foreseeable future. International Auditing Standard ISA (UK) 570, requires auditors to
‘obtain sufficient appropriate audit evidence about the appropriateness of management’s use of the going
concern assumption in the preparation and presentation of the financial statements and to conclude whether
there is a material uncertaintyaboutthe entity’'s ability to continue as a going concern’.

Following the issue of Supplementary Guidance Note 1 (SGN1) by the National Audit Office, we have adopted
a sector-specific approach to our work on going concern, which follows the principles of Practice Note 10
(PN10) and the guidance provided in SGN1. The SGN1 and PN10 make it clear that the auditor’s focus for
non-trading public sector bodies should be on the extent to which there are any indications that the services
provided by an entity will cease or transfer outside of the public sector (tetmed the Continued Provision of
Service approach (‘CPoS’)).

Modifications required to our audit report

We have not identified any matters from the audit work to date which require modifications to our audit report.
Our updated draft audit report, which reflects the Council’s proposed adoption of the CIPFA Accounting Code
update and the amended Regulations, is setoutin Appendix B.

Significant difficulties during the audit

During the course of the audit, we did not encounter any significant difficulties and we have had the full co-
operation of management. We agreed with management to complete the audit in two separate visits and
deferred the planned testing of land and buildings valuation until the second visit in September 2022. The
completion of the remaining stages of the audit have also needed to be deferred until CIPFA and DLUHC had
issued the updated guidance regarding accounting for Infrastructure assets. As reported at Section 2 this work
is now virtually complete and there are no material issues to reportat this stage.

Executive summary Status of audit
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Wider responsibilities

Our powers and responsibilities under the 2014 Act are broad and include the ability to:

* issueareportin the publicinterest;

* make statutory recommendations thatmustbe considered and responded to publicly;
» applyto the court for a declaration thatan item of accountis contrary to law; and

* issueanadvisorynotice underschedule 8 of the 2014 Act.

We have not exercised any of these powers as partof our 2021/22 audit.

The 2014 Act also gives rights to local electors and other parties, such as the right to ask questions ofthe
auditor and the right to make an objection to an item of account. No such objections have been raised.

Audit fees

As setoutinour Audit Strategy Memorandum, we identified the need for a variation to the published scale fee
to take account of several matters. Upon finalization of our work, we shall agree the fee with managementprior
to reporting to the Audit Committee. At this point, we expect to record fee variations for:

* Additional work in relation to responding to increased regulatorychallenge in auditing the IAS19 pension
figures and the PPE figures contained withinthe financial statements;

» Additional testing as a resultof the implementation of new auditing standards regarding accounting
estimates;

» Additional workin relation to auditing the prior period adjustment;
» Additional workin relation to the changes required for infrastructure assets;

*  Work undertakeninrelation to VFM commentary.

Internal control
recommendations

Summary of

misstatements Value for Money
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5. Internal control recommendations

The purpose of our audit was to express an opinion on the financial statements. As part of our audit, we have
considered the internal controls in place relevant to the preparation of the financial statements in order to
design audit procedures to allow us to express an opinion on the financial statements but not for the purpose of
expressing an opinion on the effectiveness of internal control or to identify any significant deficiencies in their
design oroperation.

The matters reported are limited to those deficiencies and other control recommendations that we have
identified during our nomal audit procedures and that we consider to be of sufficientimportance to merit being
reported. If we had performed more extensive procedures on internal control, we might have identified more
deficiencies to be reported or concluded that some of the reported deficiencies need not in fact have been
reported. Our comments should not be regarded as a comprehensive record of all deficiencies that may exist or
improvements thatcould be made.

Our findings and recommendations are set out on the following page. We have assigned priority rankings (as
summarized in the table opposite) to each of them to reflect the importance that we consider each poses to
your organisation and, hence, ourrecommendation in terms ofthe urgency of required action.

In addition to the internal control recommendation identified in the current financial year (2021/22), we have
considered the internal control recommendations reported in the prior year and included an update on progress
made.

Executive summary Status of audit Audit approach

Priority ranking

1 (high)

Description Number of issues

In our view, there is potential for financial loss,damage to 0
reputation or loss ofinformation. This mayhave implications

for the achievementof business strategic objectives. The
recommendation should be taken into consideration by
managementimmediately.

2 (medium) In our view, there is a need to strengthen internal control or 1
enhance business efficiency. The recommendations should
be actioned in the nearfuture.

3 (low) In our view, internal control should be strengthened in these 0

additional areas when practicable.

L - Internal control
Slgmflcantfmdmgs

Summary of

misstatements Value for Money
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5. Internal control recommendations

Identified deficiencies in internal control — Level 2

Description of deficiency

As part of ourjournals testing we checked ifany unauthorised staffwere posting journals. We identified 3
members of staff who were posting journals butwere below Grade 10, which is the expected cut-off
grade to be able to postjournals. Further enquiries with managementconfirmed thatthese staffworked
in the same team and, although notat the required grade, were experienced and knowledgeable ofthe
specificoperational area.

Potential effects

Weaknesses in controls over journal posting could increase the risk of errors in the financial statements.

Recommendation

Revisitthe arrangements in place for the staff identified and ensure the Grade 10 requirementis being
followed in other areas.

Management response

Managementhas decided to restrictjournal posting rights to just2 of the 3 staff identified and will
continue to monitor. No other exceptions have been highlighted..

Executive summary Status of audit Audit approach Significant findings
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5. Internal control recommendations

Follow up on previous internal control points

Description of deficiency Description of deficiency

Provisions Deferredincome

All provisions had initiallybeen classified as non-current, buton investigation elements ofthe provision
for exit packages andinsurance fund provision were expected to be settled within one year of the
balance sheetdate. This error has been corrected in the final version of the financial statements.

During ourtesting of accounts payable, some long-standing non-material deferred income balances with NHS
entities did not appearto have been recently reviewed to ensure thatthe income was eitherrecognised
appropriatelyat the year end or classified as a creditor.

Potential effects As aresultthere was circa £1.1m of deferred income thatwas underreview by the Council as it could be

classified incorrectly. Based on the work performed, we highlighted an extrapolated £1.751m unadjusted

Risk of error in relation to the disclosure made. misstatementin our Audit Completion Report.

Recommendation Potential effects
Managementshould review and strengthen its controls relating to the preparation ofthe provisions note. Risk of error in relation to the disclosure made.
Update 2021/22 Recommendation
Managementshould review and strengthen its controls relating to the review of deferred income from NHS

No similarissues were identified during our2021/22 audittesting. entities

Update 2021/22

No similarissues were identified during our2021/22 testing.

Executive summary Status of audit Audit approach Significant findings régéfrqrrfclsr?ggttirgrhs mSisL,lgt];?:rrnye(r)\fts Value for Money Appendices
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6. Summary of misstatements

This section outlines the misstatements identified during the course ofthe audit that we are required to report to you, There are no material adjustments to the draft financial statements.

Unadjusted Misstatements

The table below outlines the misstatements identified during the audit which are above the ftrivial threshold for adjustment of £962k and which management has assessed as not being material either individually or in
aggregate to the financial statements and does notcurrentlyplan to adjust.

Based on the work performed to date, we anticipate a further unadjusted misstatement in relation to infrastructure assets, however as we have not yet finalized the quality control review, we will provide an update at the
Committee meeting and in our follow up letter.

Comprehensive Income and Balance Sheet
Expenditure Statement

Cr (£'000) Dr (£7000) Cr (£000) Dr (£7000)

1 Dr: Other Long Term Liabilities (net Pension Liability) 10,753

Cr: Unusable Reserves (Pension Reserve) 10,753

Our work at the Derbyshire Pension Fund indicated a difference between the valuation information supplied bythe actuary (and used in Derbyshire County Council’s accounts)and the updated valuations in
the revised accounts of Derbyshire Pension Fund of£25.8m representing a 0.42% increase in the fund value. The Council’s share ofthis increase is approximately£10.7m. This adjustmentreflects a change
in value based on updated information between estimates made bythe actuary and the final year end assets performance. We are required to reportthis adjustmentas itis above the trivial threshold.
However, as this difference is below materialityand not reflected in a formal updated actuarial valuation repotthe Council does notintend to update its accounts in this regard. In our view, this approachis
reasonable, given that it does nothave a materialimpactand would require significantadditional work to amend the accounts.

Executive summary Status of audit Audit approach Significant findings régé?rr\rr]:ér?ggtti?rls msiggzgzgrqe%fts Value for Money Appendices
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6. Summary of misstatements

Disclosure amendments

Based on our work undertaken, we have identified a small number ofdisclosure amendments to the accounts:

* Note 24 — to clarify the description of petty cash
* Note 31— External Audit Costs —to correct the amounts recorded.
* Note 33— Officers’ Remuneration —to include clarification ofthe amounts paid.

A number of otherdisclosures have been amended in line with our internal quality review process toimprove
compliance with the Code of Accounting Practice, we do not judge these warrantitemisation and listing to the
Audit Committee.

The Council has also processed changes to disclosures atNote 14 regarding accounting forinfrastructure

assets, which will be classed as an auditadjustment. Once we have concluded ourinternal qualityreview
stage onthese, we shall setthese outin ourfollow up letter.

Executive summary Status of audit Audit approach Significant findings
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/. Value for Money

Approach to Value for Money

We are required to consider whether the Council has made proper arrangements for securing economy,
efficiency and effectiveness in its use of resources. The NAO issues guidance to auditors that underpins the
work we are required to carry out and sets out the reporting criteria that we are required to consider. The
reporting criteria are:

» Financial sustainability - How the Council plans and manages its resources to ensure it can continue to
deliver its services

* Governance - How the Council ensures thatitmakes informed decisions and properlymanagesits risks

« Improving economy, efficiency and effectiveness - How the Council uses information about its costs and
performance to improve the way it manages and delivers its services

At the planning stage of the audit, we undertake work to understand the arrangements that the Council has in
place under each of the reporting criteria and we identify risks of significant weaknesses in those arrangements.
Although we describe this work as planning work, we keep our understanding of arrangements under review
and update our risk assessment throughout the audit to reflect emerging issues that may suggest significant
weaknessesin arrangements exist.

Where our risk-based procedures identify actual significant weaknesses in arrangements we are required to
report these and make recommendations for improvement. Where such significant weaknesses are identified,
we reportthesein the auditreport.

The primary output of our work on the Council's arrangements is the commentary on those arrangements that
forms partof the Auditor's Annual Report. We intend to issue the Auditor's Annual Reportin April 2023.

Executive summary Status of audit Audit approach Significant findings

Status of our work

Based on the work completed to date in respectof the Council's arrangements for the year ended 31 March
2022, we have notidentified any significantweaknesses in arrangements thathave required us to make a
recommendation. Our draft auditreport at Appendix B confirms thatwe have no matters to reportin respectof
significantweaknesses. As noted above, ourcommentaryon the Council's arrangements will be provided in
the Auditor’'s Annual Report.
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Appendix A: Draft management representation letter

From:

Paul Stone

Interim Executive Director, Corporate Services and Transformation
Derbyshire County Council

County Hall

Matlock

Derbyshire

DE4 3AG

To:

Mr Mark Surridge
Director

Mazars LLP

2 Chamberlain Square
Birmingham

B3 3AX

Date: xx March 2023
Derbyshire County Council - audit for year ended 31 March 2022

This representation letteris provided in connection with your auditof the financial statements of Derbyshire County Council for the year ended 31 March 2022 for the purpose ofexpressing an opinion as to whether the statement
of accounts give a true and fair view in accordance with the CIPFAILASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2021/22 (the Code).

| confirm that the following representations are made on the basis of enquiries of managementand staffwith relevant knowledge and experience (and, where appropriate, inspection of supporting documentation) sufficientto
satisfymyselfthat | can properly make each of the following representations to you.

My responsibility for the statement of accounts and accounting information

| believe that | have fulfilled my responsibilities for the true and fair presentation and preparation ofthe statementofaccounts in accordance with the Code.
My responsibility to provide and disclose relevant information

| have provided you with:

» access toallinformation ofwhich | am aware that is relevant to the preparation ofthe statementofaccounts such as records, documentation and other material;
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Appendix A: Draft management representation letter

» additionalinformation thatyou have requested from me forthe purpose ofthe audit; and
» unrestricted access to individuals within the Council you determined itwas necessaryto contactin orderto obtain audit evidence.

| confirm as Executive Director, Corporate Services and Transformation, thatl have taken all the necessarysteps to make me aware of any relevant audit information and to establish thatyou, as auditors, are aware of this
information. As far as | am aware there is no relevant auditinformation of which you, as auditors, are unaware.

Accounting records

| confirm that all transactions have been recorded in the accounting records and are reflected in the financial statements. All otherrecords and related information, including minutes ofall Council and Committee meetings, have
been made available to you.

Accounting policies

| confirm that | have reviewed the accounting policies applied during the year in accordance with the Code and International Accounting Standard 8 and consider them appropriate for the year.
Accounting estimates, including those measured at fair value

| confirm that any significantassumptions used in making accounting estimates, including those measured atfair value, are reasonable.

Contingencies

There are no material contingentlossesincluding pending or potential litigation thatshould be accrued where:

+ information presentlyavailable indicates thatitis probable thatan assethas been impaired oraliabilityhad been incurred at the balance sheetdate; and

« the amountofthe loss can be reasonablyestimated..

There are no material contingentlosses thatshould be disclosed where, although either or both the conditions specified above are notmet, there is a reasonable possibilitythat a loss, ora loss greater than that accrued, may have
beenincurred at the balance sheetdate. There are no contingentgains which should be disclosed.

All material matters, including unasserted claims, thatmay resultin litigation againstthe Council have been broughtto your attention. All known actual or possible litigation and claims whose effects should be considered when
preparing the financial statements have been disclosed to you and accounted for and disclosed in accordance with Code.

Laws and regulations

| confirm that | have disclosed to you all those events of which | am aware which involve known or suspected non-compliance with laws and regulations, together with the actual or contingentconsequences which mayarise
therefrom.

The Council has complied with all aspects of contractual agreements thatwould have a material effect on the accounts in the event of non-compliance.
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Appendix A: Draft management representation letter

Fraud and error

| acknowledge myresponsibilityas Executive Director, Corporate Services and Transformation for the design, implementation and maintenance ofinternal control to prevent and detect fraud and error.
| have disclosed to you:

» allthe results of my assessmentofthe risk that the statementofaccounts maybe materiallymisstated as aresultoffraud;

» allknowledge offraud or suspected fraud affecting the Council involving:
* -managementand those charged with governance;
» -employees who have significantroles in internal control; and
« - others where fraud could have a material effect on the financial statements.

| have disclosed to you all informationin relation to any allegations of fraud, or suspected fraud, affecting the Council’s financial statements communicated byemployees, formeremployees, analysts, regulators or others.
Related party transactions

| confirm that all related party relationships, transactions and balances (including sales, purchases, loans, transfers, leasing arrangements and guarantees) have been appropriatelyaccounted forand disclosed in accordance with
the requirements ofthe Code. | have disclosed to you the identity of the Council’s related parties and all related party relationships and transactions ofwhich | am aware.

Impairment review

To the bestof my knowledge, there is nothing to indicate that there is a permanentreduction in the recoverable amountof the property, plantand equipmentbelow their carrying value at the balance sheetdate. An impairment
review is therefore not considered necessary.

Charges on assets

All the Council’s assets are free from any charges exercisable bythird parties except as disclosed within the financial statements.

Future commitments

We have no plans,intentions or commitments thatmaymateriallyaffect the carrying value or classification ofassets and liabilities or give rise to additional liabilities.
Subsequent events

| confirm all events subsequentto the date of the financial statements and for which the Code require adjustmentordisclosure have been adjusted ordisclosed.

Should further material events occur after the date of this letter which may necessitate revision ofthe figures included in the financial statements orinclusion of a note thereto, | will advise you accordingly.
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Appendix A: Draft management representation letter

Warin Ukraine

We confirm that we have carried out an assessmentofthe on-goingimpactofthe warin the Ukraine on the Council,including the impactof mitigation measures and uncertainties, and thatthe disclosuresin the Statementof
Accounts fairly reflects that assessment.

Going concern

| confirm that | have carried out an assessmentofthe potentialimpactofthe COVID-19 Virus pandemicon the Council,including the impactof mitigation measures and uncertainties and | am satisfied thatthe going concern
assumption remains appropriate and thatno material uncertaintyhas been identified.

To the bestof myknowledge there is nothing to indicate that the Council will cease to continue as a going concern in the foreseeable future. The period to which | have paid particular attention in assessing the appropriateness of
the going concern basis is notless than twelve months from the date of approval of the accounts.

Annual Governance Statement

| am satisfied thatthe Annual Governance Statement (AGS) fairly reflects the Council's risk assurance and governance framework and | confirm that | am not aware of any significantrisks thatare not disclosed within the AGS.
Narrative report

The disclosures within the Narrative Report fairly reflect my understanding ofthe Council's financial and operating performance over the period covered by the financial statements.

Unadjusted misstatements

| confirm that there are no unadjusted misstatements above the reporting threshold of £926k. | confirm the Audit Committee agrees with Management's proposal to notadjustfor the non-material misstatements identified in Mazars’
Audit Completion Reportand included as an Appendixto this letter.

[PLEASE ATTACH AN APPENDIX SETTING OUT THE UNADJUSTED MISSTATEMENTS AS SET OUT IN SECTION 6 OF OUR AUDIT COMPLETION REPORT]
Yours sincerely

Executive Director, Corporate Services and Transformation
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Appendix B: Draft audit report

Independent auditor’s report to the members of Derbyshire County Council

Report on the audit of the financial statements
Opinion on the financial statements

We have audited the financial statements of Derbyshire County Council (“the Council”) for the year ended 31
March 2022, which comprise the Comprehensive Income and Expenditure Statement, Balance Sheet,
Statement of Cash Flows, Movement in Reserves Statement and notes to the financial statements including a
summary of significant accounting policies and notes to the financial statements, incuding a summary of
significant accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and the CIPFAILASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2021/22 as amended by the Update to the Code and Specifications for Future Codes for Infrastructure Assets
(“the Code Update”), published in November 2022.

In our opinion, the financial statements:

o give a true and fair view of the financial position of the Council as at 31t March 2022 and of its
expenditure and income for the year then ended;and

° have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2021/22 as amended bythe Code Update.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities section of
our report. We are independent of the Council in accordance with the ethical requirements that are relevant to
our audit of the finandial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficientand appropriate to provide a basis forour opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Director of Finance and ICT’s use of the going
concern basis ofaccounting in the preparation ofthe financial statementsis appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Council's ability to continue as a
going concem for a period of at least twelve months from when the financial statements are authorised for

Executive summary Status of audit Audit approach Significant findings

issue.

Our responsibilities and the responsibilities of the Director of Finance and ICT with respect to going concern are
described in the relevant sections ofthis report.

¢ Other information

The Director of Finance and ICT is responsible for the other information. The other information comprises the
information included in the Statement of Accounts, other than the financial statements and our auditor's report
thereon. Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitlystated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to reportthat fact.

We have nothing to reportin this regard.
Responsibilities of the Director of Finance and ICT for the financial statements

As explained more fully in the Statement of the Section 151 Officer's Responsibilities, the Director of Finance
and ICT as Section 151 Officer is responsible for the preparation of the Statement of Accounts, which includes
the financial statements, in accordance with proper practices as set outin the CIPFA/LASAAC Code of Practice
on Local Authority Accounting in the United Kingdom 2021/22 as amended by the Code Update, and for being
satisfied that they give a true and fair view. The Director of Finance and ICT is also responsible for such internal
control as the Director of Finance and ICT detemines is necessary to enable the preparation of financial
statements thatare free from material misstatement, whetherdue to fraud or error.

The Director of Finance and ICT is required to comply with the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2021/22 as amended by the Code Update and prepare the financial
statements on a going concern basis on the assumption that the functions of the Council will continue in
operational existence for the foreseeable future. The Director of Finance and ICT is responsible for assessing
each year whether or notitis appropriate for the Council to prepare its accounts on the going concern basis and
disclosing, as applicable, matters related to going concern.
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Appendix B: Draft audit report

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from materal misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis ofthese financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. Based on our understanding of the Council, we identified that the principal risks of non-
compliance with laws and regulations related to the Local Government Act 2003 (and associated regulations
made under section 21), the Local Government Finance Acts of 1988, 1992 and 2012, and the Accounts and
Audit Regulations 2015, and we considered the extent to which non-compliance might have a material effect on
the financial statements.

We evaluated the Director of Finance and ICT’s incentives and opportunities for fraudulent manipulation of the
financial statements (including the risk of override of controls) and determined that the principal risks were
related to posting manual journal entries to manipulate financial perfomance, management bias through
judgements and assumptions in significant accounting estimates and significant one-off or unusual
transactions.

Our audit procedures were designed to respond to those identified risks, including non-compliance with laws
and regulations (irregularities) and fraud that are material to the financial statements. Our audit procedures
included butwere not limited to:

o discussing with management and the Audit Committee the policies and procedures regarding compliance
with laws and regulations;

° communicating identified laws and regulations throughout our engagement team and remaining alert to
any indications of non-compliance throughoutour audit; and

° considering the risk of acts by the Council which were contrary to applicable laws and regulations,
including fraud.

Our audit procedures inrelation to fraud included butwere not limited to:

° making enquiries of management and the Audit Committee on whether they had knowledge of any
actual, suspected oralleged fraud;
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° gaining an understanding ofthe internal controls established to mitigate risks related to fraud;

. discussing amongstthe engagementteam the risks offraud; and

° addressing the risks of fraud through management override of controls by performing joumal entry
testing.

There are inherent limitations in the audit procedures described above and the primary responsibility for the
prevention and detection of irregularities including fraud rests with management and the Audit Committee. As
with any audit, there remained a risk of non-detection of irregularities, as these may involve collusion, forgery,
intentional omissions, misrepresentations or the override of internal controls.

We are also required to conclude on whether the Director of Finance and ICT’s use of the going concern basis
of accounting in the preparation of the financial statements is appropriate. We performed our work in
accordance with Practice Note 10: Audit of financial statement and regularity of public sector bodies in the
United Kingdom, and Supplementary Guidance Note 01, issued bythe National Audit Office in September 2021.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Councils website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.
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Appendix B: Draft audit report

Report on the Council’s arrangements for securing economy, efficiency and
effectiveness in its use of resources

Matter on which we are required to report by exception

We are required to report to you if, in our opinion, we are not satisfied that the Council has made proper
arrangements for securing economy, efficiency and effectiveness in its use of resources for the year ended 31
March 2022.

We have not completed our work on the Council's arrangements. On the basis of our work to date, having
regard to the guidance issued by the Comptroller and Auditor General in December 2021, we have not identified
any significantweaknesses in arrangements for the year ended 31 March 2022.

We will report the outcome of our work on the Council's arrangements in our commentary on those
arrangements within the Auditor’s Annual Report. Our audit completion certificate will set out any matters which
we are required to report by exception.

Responsibilities of the Council

The Council is responsible for putting in place proper arrangements to secure economy, efficiency and
effectiveness in the Council's use of resources, to ensure proper stewardship and governance, and to review
regularlythe adequacy and effectiveness of these arrangements.

Auditor’s responsibilities for the review of arrangements for securing economy, efficiency and
effectiveness in the use of resources

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 to satisfy ourselves that
the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of
resources, and to report where we have not been able to satisfy ourselves that it has done so. We are not
required to consider, nor have we considered, whether all aspects of the Council’s arrangements for securing
economy, efficiency and effectiveness inits use of resources are operating effectively.

We have undertaken ourworkin accordance with the Code of Audit Practice, having regard to the guidance
issued bythe Comptrollerand Auditor General in December2021.

Matters on which we are required to re port by exception under the Code of Audit Practice
We are required by the Code of Audit Practice to report to you if:

° we issue areportin the publicinterestunder section 24 of the Local Audit and Accountability Act 2014;
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° we make arecommendation under section 24 ofthe Local Audit and Accountability Act 2014; or

. we exercise any other special powers of the auditor under sections 28, 29 or 31 of the Local Audit and
Accountability Act 2014.

We have nothing to reportin these respects.
Use of the audit report

This reportis made solely to the members of Derbyshire County Council, as a body, in accordance with part 5 of
the Local Auditand Accountability Act 2014 and as set outin paragraph 44 of the Statement of Responsibilities
of Auditors and Audited Bodies published by Public Sector Audit Appointments Limited. Our audit work has
been undertaken so that we might state to the members of the Council those matters we are required to state to
them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the members of the Council, as a body, for our audit work, for this
report, or for the opinions we have formed.

Delay in certification of completion of the audit
We cannot formallyconclude the audit and issue an audit certificate until we have completed:

° the work necessary to issue our assurance statement in respect of the Council’'s Whole of Government
Accounts consolidation pack;

° the work necessary to satisfy ourselves that the Council has made proper arrangements for securing
economy, efficiency and effectiveness inits use of resources.

Mark Surridge, Key Audit Partner
For and on behalfof Mazars LLP

Address
[Insert date]
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Appendix C: Independence

As part of ourongoing risk assessment, we monitor our relationships with you to identify any new actual or perceived threats to our
independence within the regulatoryor professional requirements governing us as your auditors.

We can confirm that no new threats to independence have been identified since issuing the Audit Strategy Memorandum and therefore
we remain independent. The following non-PSAA work was reported in our Audit Strategy Memorandum document;

Fees for non-PSAA work

We have been separately engaged by the Council to carry out additional work as set out in the table below. Before agreeing to

undertake any additional work, we consider whether there are any actual, potential or perceived threats to our independence. None
have been identified.

2021122 Fee 202021 Fee

Assurance services — Teachers Pensions Return £4,200 £4,000
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Appendix D: Other communications

Other
T Response
communication
Compliance with We have notidentified any significantmatters involving actual or suspected non-compliance with laws and regulations.
Laws and
Regulations We will obtain written representations from managementthatall known instances of non-compliance or suspected non-compliance with laws and regulations whose effects should be

considered when preparing financial statements have been disclosed.

External We did not experience any issues with respectto obtaining external confirmations.
confirmations

Related parties We did notidentify any significantmatters relating to the auditof related parties.
We will obtain written representations from managementconfirming that:
a. they have disclosed to us the identity of related parties and all the related party relationships and transactions of which they are aware; and

b. they have appropriatelyaccounted for and disclosed such relationships and transactions in accordance with the requirements of the applicable financial reporting framework.

Going Concern We have notidentified any evidence to cause us to disagree with the Executive Director, Corporate Services and Transformation thatDerbyshire County Council will be a going concern,
and therefore we consider thatthe use of the going concern assumption is appropriate in the preparation of the financial statements.

We will obtain written representations from management, confirming thatall relevantinformation covering a period of at least 12 months from the date of approval of the financial statements
has been taken into accountin assessing the appropriateness ofthe going concern basis of preparation ofthe financial statements.
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Appendix D: Other communications

Other
S Response
communication
Subsequent events We are required to obtain evidence aboutwhetherevents occurring between the date of the financial statements and the date of the auditor’s reportthat require adjustmentof, or disclosure

in, the financial statements are appropriatelyreflected in those financial statements in accordance with the applicable financial reporting framework.

We will obtain written representations from managementthatall events occurring subsequentto the date of the financial statements and for which the applicable financial reporting
framework requires adjustmentor disclosure have been adjusted or disclosed.

Matters related We have designed ourauditapproach to obtain reasonable assurance whether the financial statements as a whole are free from material misstatementdue to fraud. In addition to the work
to fraud performed by us, we will obtain written representations from management, and Audit Committee, confirming that

a. theyacknowledge theirresponsibilityfor the design,implementation and maintenance ofinternal control to prevent and detect fraud;
b. they have disclosed to the auditor the results ofmanagement’s assessmentofthe risk that the financial statements maybe materiallymisstated as aresultoffraud;
c. they have disclosed to the auditor their knowledge of fraud or suspected fraud affecting the entity involving:

i. Management;

ii. Employees who have significantroles in internal control; or

iii. Others where the fraud could have a material effect on the financial statements; and

d. they have disclosed to the auditor their knowledge ofany allegations offraud, or suspected fraud, affecting the entity's financial statements communicated byemployees, former
employees, analysts, regulators or others.
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Mark Surridge, Key Audit Partner

Mazars

2 Chamberlain Square
Birmingham

B3 3AX

Mazars is an internationally integrated partnership, specialising in audit, accountancy, advisory, tax
and legal senices®. Operating in over 90 countries and territories around the world, we draw on the
expertise of 40,400 professionals — 24,400 in Mazars’ integrated partnership and 16,000 via the
Mazars North America Alliance — to assist clients of all sizes at every stage in their development.

*w here permitted under applicable country law s.

mazars
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