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10 December 2021

Members of the General Purposes Committee

Test Valley Borough Council
Beech Hurst,
Weyhill Road,
Andover,
SP10 3AJ

Dear Members

2020/21 Audit Results Report

We are pleased to attach our audit results report summarising the status of our audit for the forthcoming meeting of the Gene ral Purposes 
Committee .

The audit is designed to express an opinion on the 2020/2021 financial statements and address current statutory and regulator y requirements. 
i}~© ¨z¦¥¨ª x¥¤ªv~¤© ¥«¨ {~¤y~¤|© ¨z¢vªzy ª¥ ª}z v¨zv© ¥{ v«y~ª z£¦}v©~©A ¥«¨ ¬~z© ¥¤ ª}z X¥«¤x~¢Ċ© vxx¥«¤ª~¤| ¦¥¢~x~z© v¤y judgements and 
material internal control findings. Each year sees further enhancements to the level of audit challenge and the quality of ev idence required to 
achieve the robust professional scepticism that society expects. We thank the management team for supporting this process.

This report is intended solely for the information and use of the General Purposes Committee, other members of the Council an d senior 
management. It is not intended to be and should not be used by anyone other than these specified parties.

We welcome the opportunity to discuss the contents of this report with you at the committee meeting on 12 January 2022.

Yours faithfully 

Kevin Suter

Associate Partner

For and on behalf of Ernst & Young LLP

Encl
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e«w¢~x hzxª¥¨ V«y~ª V¦¦¥~¤ª£z¤ª© aªy =ehVV> ~©©«zy ª}z ćhªvªz£z¤ª ¥{ ¨z©¦¥¤©~w~¢~ª~z© ¥{ v«y~ª¥¨© v¤y v«y~ªzy w¥y~z©ĈC ^ª ~© available from the PSAA website ( https://www.psaa.co.uk/audit -
quality/statement -of-responsibilities/ )).The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. I t summarises where the different 
responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain area s. 
i}z ćiz¨£© ¥{ V¦¦¥~¤ª£z¤ª v¤y {«¨ª}z¨ |«~yv¤xz =«¦yvªzy V¦¨~¢ GEFM>Ĉ ~©©«zy w¯ ª}z ehVV ©zª© ¥«ª vyy~ª~¥¤v¢ ¨z§«~¨z£z¤ª© ª}vªauditors must comply with, over and above those set out in the National 
Audit Office Code of Audit Practice (the Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature.
This report is made solely to the Audit Panel members and management of Test Valley Borough Council in accordance with the statement of responsibilities. Our work has been undertaken so that we 
might state to the Audit Panel, and management of Test Valley Borough Council those matters we are required to state to them in this 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 Audit Panel members and management of Test Valley Borough Council for this report or for the opinions we have formed. It should 
not be provided to any third -party without our prior written consent.
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Executive Summary

Scope update

In our audit planning report, we provided you with an overview of our audit scope and approach for the audit of the financial statements. We carried out our audit in 
accordance with this plan, with the following amendments:

Changes in materiality

We updated our planning materiality assessment using the draft financial statements.  We also reconsidered our risk assessmen t and confirmed the basis for materiality 
continues to be appropriate.

Auditing accounting estimates

A revised auditing standard has been issued in respect of the audit of accounting estimates. The revised standard requires au dit ors to consider inherent risks associated 
with the production of accounting estimates. The new auditing standard requires auditors to test the method of measurement of accounting estimates to determine 
whether the model is appropriately designed, consistently applied and mathematically accurate, and that the integrity of the assumptions and the data has been 
maintained in applying the model. In relation to the IAS19 liability, neither we, nor PWC as consulting actuaries commissione d by the NAO for all local government 
sector audits, were able to access the detailed models of the actuaries in order to evidence these requirements. We therefore modified our planned approach and 
«¤yz¨ª¥¥¡ v¢ªz¨¤vªz ¦¨¥xzy«¨z© ª¥ x¨zvªz v¤ v«y~ª¥¨Ċ© z©ª~£vªzA ª¥ ¦¨¥¬~yz v y~{{z¨z¤ª £zª}¥y ¥{ |v~¤~¤| v©©«¨v¤xzC lz }v¬z ~nvolved our pensions specialists in order 
to complete this work.  The results of this exercise showed the actuarial estimate to be accurate within a reasonable range.

Additional audit procedures as a result of Covid -19

Other changes in the entity and regulatory environment as a result of Covid -19 that have not resulted in an additional risk, but result in the following impacts on our 
audit strategy were as follows: 

Information Produced by the Entity (IPE): 

We identified an increased risk around the completeness, accuracy, and appropriateness of information produced by the entity due to the inability of the audit team to 
verify original documents or re -run reports on -©~ªz {¨¥£ ª}z X¥«¤x~¢Ċ© ©¯©ªz£©C lz «¤yz¨ª¥¥¡ ª}z {¥¢¢¥~¤| ª¥ vyy¨z©© ª}~© ¨~©¡O

Å Used the screen sharing function of Microsoft Teams to evidence re -running of reports used to generate the IPE we audited; and

Å Agreed IPE to scanned documents or other system screenshots.



6

Executive Summary

We have substantially completed our audit of iz©ª kv¢¢z¯ W¥¨¥«|} X¥«¤x~¢Ċ© financial statements for the year ended 31/3/2021 and have performed the procedures 
outlined in our Audit Planning Report. Subject to satisfactory completion of the {¥¢¢¥~¤| ¥«ª©ªv¤y~¤| ~ªz£© z z®¦zxª ª¥ ~©©«z v¤ «¤§«v¢~{~zy ¥¦~¤~¥¤ ¥¤ ª}z X¥«¤x~¢Ċ© 
financial statements in the form which appears at Section 3. However until work is complete, further amendments may arise.

Å Receipt of the Letter of Representation;

Å Receipt of the final signed and approved Statement of Accounts.

Status of the audit

Auditor responsibilities under the new Code of Audit Practice 2020 

Under the Code of Audit Practice 2020 we are required to consider whether the Council}v© ¦«ª ~¤ ¦¢vxz ĉ¦¨¥¦z¨ v¨¨v¤|z£z¤ª©Ċ ª¥ ©zx«¨z zx¥¤¥£¯A z{{~x~z¤x¯ v¤y 
effectiveness on its use of resources. The 2020 Code requires the auditor to design their work to provide them with sufficien t assurance to enable them to report to the 
Council a commentary against specified reporting criteria (see below) on the arrangements the Council has in place to secure value for money through economic, 
efficient and effective use of its resources for the relevant period.

The specified reporting criteria are:

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

Å Governance
How the Council ensures that it makes informed decisions and properly manages its risks; and

Å 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.
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Executive Summary

Status of the audit ĄValue for Money

d«¨ ¥¨¡ ¥¤ ª}z X¥«¤x~¢Ċ© kv¢«z {¥¨ b¥¤z¯ v¨¨v¤|z£z¤ª© ~© x¥£¦¢zªzC  lz }v¬z ¤¥ª ~yz¤ª~{~zy v¤¯ ¨~©¡© ¥{ ©~|¤~{~xv¤ª weakness against the three reporting criteria we 
v¨z ¨z§«~¨zy ª¥ x¥¤©~yz¨ «¤yz¨ ª}z cVdĊ© GEGE X¥yzC  lz }v¬z £vyz ª}¨zz  ¨zx¥££z¤yvª~¥¤© {¥¨ ª}z X¥«¤x~¢ ª¥ x¥¤©~yz¨ {¥¨ ~£¦¨ovement.

gzx¥|¤~©~¤| ª}z ¦¨z©©«¨z© ~¤ ª}z ¢¥xv¢ v«y~ª ©¯©ªz£A ª}z cVdĊ© |«~yv¤xz {¥¨ GEGEDGF v¢¢¥© ª}z V«y~ª¥¨© V¤¤«v¢ gz¦¥¨ª ª¥ wz ~ssued 3 months after giving the opinion 
on the financial statements.  Our current aspiration is not to use the full extended time period for our report in respect of the Council.  We have already provided a draft 
of the Value for Money Commentary to the Audit Panel for their meeting on 22 November 2021.  We will update you should this c hange for any reason.

Audit differences

At the time of this report we note one audit difference, details of which can be found in Section 4 Audit Differences.

Other reporting issues

We have reviewed the information presented in the Annual Governance Statement for consistency with our knowledge of the Counc il. We have no matters to report as a 
result of this work. 

We are still to perform the procedures required by the National Audit Office (NAO) on the Whole of Government Accounts submis sion, as the instructions are yet to be 
issued. We expect that the Council will remain below the de -minimis for full procedures, which in the prior year was set at £500 m.  Therefore, we anticipate having no 
issues to report. However, we will not be able to issue the audit certificate at the same time as the audit opinion, as we cannot certify the c ompletion of the audit until this 
work is completed.

We have no other matters to report. 
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Executive Summary

Areas of audit focus

In our Audit Plan we identified a number of key areas of focus for our audit of the financial report of Test Valley Borough Council.  This report sets out our observations 
and status in relation to these areas, including our views on areas which might be conservative and areas where there is pote nti al risk and exposure. Our consideration 
¥{ ª}z©z £vªªz¨© v¤y ¥ª}z¨© ~yz¤ª~{~zy y«¨~¤| ª}z ¦z¨~¥y ~© ©«££v¨~©zy wz¢¥A ~ª} ª}z yzªv~¢© ¦¨¥¬~yzy ~ª}~¤ ª}z ćV¨zv© ¥{Audit Focus" section of this report. 

Issue Summary finding

Fraud Risk: Management override of controls Work in this area is complete. There are no matters to report

Fraud Risk:  Risk of fraud in revenue and 
expenditure recognition ąinappropriate 
capitalisation of revenue expenditure

Work in this area is complete. There are no matters to report

Significant risk: Valuation of Land and 
Buildings in Property, Plant and Equipment 
(PPE) and Investment Properties (IP)

We challenged the valuer in particular on the valuation of the land and buildings and how they had applied land 
values.   We have concluded that PPE  and IP assets are materially correctly stated.  We identified an issue on 
two assets regarding the process to value land. 

Other Area of Audit Focus: Pension Liability 
Valuation

We have completed our work in this area, and identified a misstatement of the pension fund asset impacting the 
overall net liability.  Management have amended the value.

Other Area of Audit Focus: Accounting for 
Covid-19 related grant income.

Work in this area is complete ąno matters to report.

Other Area of Audit Focus: Payroll migration. We found no issues when we reviewed the transfer of data to the new payroll system.

Other Area of Audit Focus: Going concern. i}z X¥«¤x~¢Ċ© {~¤v¤x~v¢ ©ªvªz£z¤ª© vyz§«vªz¢¯ y~©x¢¥©zy £v¤v|z£z¤ªĊ© v©©z©©£z¤ª© ¥{ ~ª© \¥~¤| X¥¤xz¨¤ used 
and the relevant risks and challenges that have impacted the going concern period.

Other Area of Audit Focus: NDR Appeals 
Provision  

We completed our review in this area, evaluating the revised methodology used by management for their 
v©©z©©£z¤ª ¥{ ¦¨¥¬~©~¥¤ ¥¤ ª}z GEFL ¢~©ª~¤|C lz x}v¢¢z¤|zy £v¤v|z£z¤ª ~¤ ¦v¨ª~x«¢v¨ ¥¤ ª}z ĉ¨~©¡ {vxª¥¨Ċ 
employed in the calculation, why this was used and how the specific factor applied was supported.

We drew an overall conclusion that the provision was supportable, and concluded that in combination the 
disclosures made within the financial statements appropriately conveyed the estimation uncertainty inherent in 
ª}z z©ª~£vª~¥¤ {¥¨ ª}z ¨zvyz¨Ċ© «¤yz¨©ªv¤y~¤|C
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Executive Summary

Areas of audit focus (continued)

We request that you review these and other matters set out in this report to ensure:

Û There are no residual further considerations or matters that could impact these issues

Û You concur with the resolution of the issue

Û There are no further significant issues you are aware of to be considered before the financial report is finalised

There are no matters, other than those reported by management or disclosed in this report, which we believe should be brought to the attention of the Council or 
Management.

Independence

Please refer to Section 8 for our update on Independence. 

Control observations

We have adopted a fully substantive approach, so have not tested the operation of controls.

As part of our work, we obtained an understanding of internal control sufficient to plan our audit and determine the nature, tim ing and extent of testing performed. 
Although our audit was not designed to express an opinion on the effectiveness of internal control, we are required to commun icate to you significant deficiencies in 
internal control identified during our audit. 

There are no matters we wish to report.
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Areas of Audit Focus02








































































