INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DERBY CITY
COUNCIL

Opinion

We have audited the financial statements of Derby City Council for the year ended 31
March 2019 under the Local Audit and Accountabllity Act 2014, The financial
statements compriee the:

Authority and Group Movement In Reserves Siatement,

Authority and Group Comprehensive Income and Expenditure Statement,
Authority and Group Bailance Sheef,

Authority and Group Cash Flow Statement and related notes 1 and 48,
Housing Revenue Account Income and Expenditure Statement, the
Movement on the Housing Revenue Account Statement and the related notes
1and 9,

» Collection Fund and the related notes 1 and 2.
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The financial reporting framework that has been appliad In thelr preparation Is
applicable law and the CIPFA/LASAAC Code of Practice on Local Authority
Accounting In the Unlted Kingdom 2018/19.

In our opinion the financlal statements:

* ghve a true and fair view of the financial position of Derby City Council and
Group as at 31 March 2019 and of its expenditure and income for the year
then ended; and

» have been prepared properly in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2018/19.

Basis for opinion

We conducted our audlt in accordance with International Standards on Auditing (UK)
(ISAs (UK)) and applicable law. Our responsibiliies under those etandards are
further described In the Auditor's responsibillties for the audit of the finencial
statements section of our report below. We are independent of the [authority/group]
in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the FRC's Ethical Standard and the
Comptrolier and Auditor General's (C&AG) AGNO1, and we have fulfiied our other
ethical responsibilities In accordance with these requirements.

Wa believe that the audit evidence we have oblalned is sufficient and appropriate to
provide a basls for our apinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters In relation to which the
ISAs (UK) require us fo report to you where:

» the Interim Strategic Director of Corporate Resource’s use of the doing concern
basis of accounting in the preparation of the financial statements is not
appropriate; or

» the interim Strategic Director of Corporate Resource’s has not disclosed in the
financial statements any identified material uncerainties that may cast significant
doubt about the Authority’s ability to continue to adopt the going concem basis of




accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

Other information

The other information comprises the information included in the statement of
accounts, set out on pages 1 to 16, other than the financial statements and our
auditor's report thereon. The Interim Strategic Director of Corporate Resourca s
responsible for the other information.

Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated In this 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 cbtained in the
audit or otherwise appears to be materialty 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 the other information, we are
required to report that fact.

We have nothing to report in this regard.

Opinlon on other matters prescribed by the Local Audit and Accountabllity Act
2014

Arrangements to securs economy, efficiency and effectiveness in the use of
resources

Basis for Quallifled Conclusion
+ Management of A52 Junction improvement scheme

The original estimated total scheme cost within the Authority’s capital
programme was £14.908m. In March 2018, Cabinet approved £2.157m, within
the Highways and Transpart programme, to fund the delivery of ancillary
works to the main A52 junction improvement scheme — taking the total
planned spend to £17.063m.

in late March 2018 it became apparent that there were significant previously
undisciosed overspends on the project. Internal audit were commissioned to
carry out an investigation into the project, and highlighted significant issues
with the processes around project management, monitoring, procurement and
decision making by key senior members at the Council. The scheme design
was revisited and the project costs are now estimated to be £43.2m, an
additional £28.3m over its original budget. This provides evidence of
weaknesses in proper arrangements for informed decision making,
sustainable resource deployment and Working with pariners and other third
parties.



Qualified conclusion [Except for]

fn our opinion, based on the work undertaken In the course of the audit, having
regard to the guidance issued by the Comptroller and Auditor General {C&AG) in
November 2017, with the exception of the matter reported In the basis for quallfled
conclusion paragraph above, we are satisfied that, In all significant respects, Derby
Clty Councl! put in place praper arrangements to secure aconomy, efficlency and
effectiveness In its use of resources for tha ysar ended 31 March 2019,

Matiers on which we report by exception

We report to you if:

»  In our opinion the annual govemnance statement is misleading or Inconsistent
with other information forthcoming from the audit or our knowledge of the
Council;

* Wo Issue a report in the pubiic interest under section 24 of the Local Audit
and Accountabllity Act 2014;

» we make written recommendations to the audited body under Section 24 of
the Local Audit and Accountabllity Act 2014;

* we make an application to the court for a daclaratlon that an tem of account
is contrary to law undar Section 28 of the Local Audit and Accountability Act
2014;

* we issue an advisory notice under Section 29 of the Local Audit and
Accountabllity Act 2014: or

* we make an application for judicial review under Section 31 of the Local Audit
and Accountability Act 2014.

Wae have nothing to report in thase respects

Responsibility of the Interim Strategic Director of Corporate Resource

As explained more fully in the Statement of the Interim Strategic Director of
Corporate Resource Responsibilities set out on page 17, the interim Strategic
Director of Corporate Resource Is responsible for the preparation of the Statement of
Accounts, which includes the financial statements, in accordance with proper
practices as set out in the CIPFALLASAAC Code of Practice on Local Authorlty
Accounting in the United Kingdom 2018/19, and for being satisfied that they give a
true and fair view.

In preparing the financial stataments, tha Interim Strategic Director of Corporate
Resource Is responsible for assessing the Authority's ability to continue as a going
concem, disclosing, as applicable, maiters related to going concern and using the
golng concem basis of accounting unless the Authority elther intends to cease
operations, or have no realistic altemative but to do so.

The Authority Is responsible for putting in place proper amangements to secure
economy, efficiency and effectiveness in its use of resources, to ensure proper
stewardship and govemance, and to reviow regularly the adequacy and effectiveness

of these arrangements.



Auditor's responsibliities for the audit of the financlal statements

Our objectives are to obtaln reasonable assurance about whether the financial
statements as a whole are fres from maierial 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 nota guarantes 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 i, individually or in the aggragate, they could reasonably be expected to
influence the economic decisions of users taken on the basls of these financial
statements.

A further description of our responshifities for the audit of the financlal statements Is
located on the Financial Reporting Council's website at
https:liwww.frc.mg.uldaudltorsresponslbilities. This description forms part of our
audltor's report.

Scope of the review of arrangements for securing economy, efflciency and
effectiveness In the use of resources

We have undertaken our raview in accordance with the Code of Audit Practice,
having regard to the guidance on the spacified criterion issued by the Comptroller
and Auditor General (C&AG) In November 2017, as to whether the Derby City
Council had proper arrangements to ensure it took properly informed decisions and
deployed resources to achieva planned and sustainable outcomes for taxpayers and
local people. The Comptroller and Auditor Genera! dstermlined this criterion as that
necessary for us to consider under the Code of Audit Practice in satisfying ourselves
whather the Derby City Council put in place proper arrangements for securing
economy, efficiency and effectiveness In Its use of rescurces for the year ended 31
March 2018.

We planned our work in accordance with the Code of Audit Practice. Based on our
risk agsessment, we undertook such work as we considered necessary to form a
view on whather, in all signfficant respects, the Derby City Council had put in place
proper amangements o secure economy, efficiency and effectiveness in its use of
resources.

We are required under Section 20(1)(c) of the Local Audit and Accountabliity Act
2014 1o satisfy ourselves that the Authority has made proper amrangements for
securing economy, efficlency and effectiveness in its use of resources. The Coda of
Audit Practice issued by the Natlonal Audit Office (NAO) requires us to report to you
our conclusion relating to proper arrangements.

We report if significant matters have come to our attention which prevent us from
concluding that the Authority has put in place proper amangsments for securing
sconomy, efficiency and effectiveness in its use of resources. We are not required to
consider, nor have we considered, whether all aspacts of the Authorify's
arrangements for securing economy, efficiency and effectiveness in its use of
resources are operating effectively.



Delay In certification of completion of the audit

We cannot formally conclude the audit and issue an audit certificate until we have
completed the work necessary to issue our assurance statement in respect of the
Authority’s Whole of Gevemment Accounts consolidation pack. We are satisfied that
this work does not have a material effect on the financial statements or on our value
for money conclusion.

Use of our report

This report is made solely to the members of Derby City Council, as a body, in
accordance with Part 5 of the Local Audit and Accountability Act 2014 and for no
other purpose, as set out in paragraph 43 of the Statement of Responsibiiitles of
Auditers and Audited Bodies published by Public Seclor Audit Appointments Limited.
To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Authority and the Authority's members as a body, for our audit
work, for this report, or for the opinlons we have formed.
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Stephen Clark (Key Audit Partner)
Emst & Young LLP (Local Audttor)
Birmingham

31 July 2019

The maintenance and integrity of the Derby City Council web site is the responsibility
of the directors; the work carried out by the auditors does not involve consideration of
these matters and, accordingly, the auditors accept no responsibility for any changes
that may have occurred to the financial statements gince they were initially presented
on the web site,

Legislation in the United Kingdom goveming the preparation and dissemination of
financial statements may differ from legisiation In other jurisdictions.






