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The contents of this report relate only to the matters which have come to our attention, which 
we believe need to be reported to you as part of our audit process.  It is not a comprehensive 
record of all the relevant matters, which may be subject to change, and in particular we cannot 
be held responsible to you for reporting all of the risks which may affect your business or any 
weaknesses in your internal controls.  This report has been prepared solely for your benefit and 
should not be quoted in whole or in part without our prior written consent. We do not accept any 
responsibility for any loss occasioned to any third party acting, or refraining from acting on the 
basis of the content of this report, as this report was not prepared for, nor intended for, any 
other purpose.
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Purpose

Background
Under International Standards on Auditing (UK), (ISA(UK)) auditors have specific responsibilities to communicate with the Audit Board. ISA(UK) 
emphasise the importance of two-way communication between the auditor and the Audit Board Committee and also specify matters that should be 
communicated.

This two-way communication assists both the auditor and the Audit Board in understanding matters relating to the audit and developing a 
constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Audit Board and supports the Audit 
Board in fulfilling its responsibilities in relation to the financial reporting process. 

Communication
As part of our risk assessment procedures we are required to obtain an understanding of management processes and the Council’s oversight of the 
following areas:

• General Enquiries of Management;

• Fraud;

• Laws and Regulations;

• Related Parties; and

• Accounting Estimates.
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General Enquiries of Management

Question Management response

1. What do you regard as the key events or issues 
that will have a significant impact on the financial 
statements for 2020/21?

The main impact on the financial statements will be the changes caused by the Covid 19 
Pandemic and the government support offered. This will markedly change the amounts credited 
by the collection fund and also result in an increase in the government grants reported

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

Yes – there are no transactions which would need to lead to such changes.

3. Is there any use of financial instruments, 
including derivatives? 

The Council’s Financial instruments (e.g. Investments and borrowing) are similar in classification 
to last year’s accounts. There is no use of derivatives.

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

Only grant distribution due to Covid 19.

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

No

6. Are you aware of any guarantee contracts? No
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General Enquiries of Management

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

Only those already disclosed in the accounts in previous years

8. Other than in house solicitors, can you provide 
details of those solicitors utilised by Dartford 
Borough Council during the year. Please indicate 
where they are working on open litigation or 
contingencies from prior years?

Barristers as and when required on specific case matters. Specific list can be provided.

9. Have any of the Dartford Borough Council’s
service providers reported any items of fraud, non-
compliance with laws and regulations or 
uncorrected misstatements which would affect the 
financial statements?

No

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

Richard Robson from Michael Rogers LLP to provide property valuations, Barnett Waddingham to 
provide pension fund estimates and Arlingclose -treasury management advisors. 
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Fraud
Matters in relation to fraud

ISA (UK) 240 covers auditors responsibilities relating to fraud in an audit of financial statements.

The primary responsibility to prevent and detect fraud rests with both the Audit Board and management. Management, with the oversight of the Audit 
Board, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a culture of honest and ethical behaviour. As part of its 
oversight, the Audit Board should consider the potential for override of controls and inappropriate influence over the financial reporting process.

As Dartford Borough Council  external auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material 
misstatement due to fraud or error. We are required to maintain professional scepticism throughout the audit, considering the potential for management 
override of controls.

As part of our audit risk assessment procedures we are required to consider risks of fraud. This includes considering the arrangements management has 
put in place with regard to fraud risks including: 

• assessment that the financial statements could be materially misstated due to fraud,

• process for identifying and responding to risks of fraud, including any identified specific risks, 

• communication with the Audit Board Committee regarding its processes for identifying and responding to risks of fraud, and

• communication to employees regarding business practices and ethical behaviour. 

We need to understand how the Audit Board oversees the above processes. We are also required to make inquiries of both management and the Audit 
Board Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have been set out in the fraud risk assessment questions 
below together with responses from Dartford Borough Council  management. 
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Fraud risk assessment

Question Management response
1. Have Dartford Borough Council assessed the 
risk of material misstatement in the financial 
statements due to fraud?
How has the process of identifying and responding 
to the risk of fraud been undertaken and what are 
the results of this process? 
How do the Council's risk management processes 
link to financial reporting?

Yes
Fraud risk assessment in relation to key individual systems is performed as part of the risk 
assessment process. The Annual Audit Plan is part based on assessed fraud risks and the 
results of this work are communicated to the Audit Board on a regular basis. In addition, the 
Council has a whistle blowing policy which is accessible to all staff.
Operational reports covering risk are reported to management team alongside financial data. 
Significant risks are considered when reviewing budget proposals. 

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

A fraud risk assessment is pending but from previous work we would expect the main risks to 
relate to Benefits and Revenues  Fraud, Procurement Fraud and Housing Tenancy Fraud. 

3. Are you aware of any instances of actual, 
suspected or alleged fraud, errors or other 
irregularities either within Dartford Borough Council 
as a whole or within specific departments since 1 
April 2020?
As a management team, how do you communicate 
risk issues (including fraud) to those charged with 
governance?                                                              

Not aware of any specific new frauds (actual, suspected or alleged) within Dartford Borough 
Council. Systems and processes were put in place in relation to the Covid-19 business support 
grants to balance the need to distribute the funding quickly & efficiently, but to also have a high 
level of assurance that the money was going to the correct final destination. 

The communication of risks within Dartford BC is a two-way process – any risk(s) highlighted by 
the Internal Audit Team, Counter Fraud Team or any other member of staff/members is/are fed 
up to senior management level for dissemination to all other senior managers who alert their 
own team leaders and officers to the emerging threats.
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Fraud risk assessment

Question Management response
4. Have you identified any specific fraud risks?

Do you have any concerns there are areas that are 
at risk of fraud?

Are there particular locations within Dartford 
Borough Council where fraud is more likely to  
occur?

It is apparent that ‘fraud upon first contact’ or ‘front-end’ fraud is rapidly diminishing and is being 
replaced with ‘failure to report’ fraud which is a growing concern. The Covid-19 pandemic has 
exacerbated this phenomenon with members of the public reluctant to contact the local authority 
and report changes in fear of their circumstances being adversely affected for long periods of 
time. 

In the past 14 months Dartford Borough Council has successfully allocated millions of pounds in 
Covid-19 business support grants. This has involved Finance Teams issuing high value monetary 
awards to local businesses to support them through the Covid-19 pandemic. Dartford BC has 
created both internal and external checking procedures to ensure that funds were protected and 
issued to only those businesses entitled to receive them. Staff were redeployed to assist in the 
verification and vetting procedures associated with processing these grants. 

5. What processes do Dartford Borough Council 
have in place to identify and respond to risks of 
fraud?

Internally departments have in-built checking processes, segregation of duties and are subject to 
stringent random audit checks to both identify and perturb fraud. Staff are aware of the authority’s 
Whistleblowing policy and procedures where staff can confidently report areas of concern in a 
confidential manner. Externally the authority participates in all the government led counter fraud 
initiatives and operates a fraud hotline service, both to its Counter Fraud Team and Housing 
Team (in relation to alleged sub-letting of Council stock). The authority is a member of the Kent 
Intelligence Network (KIN) which is a collaboration of all of the Kent local authorities drawing 
together the collective counter fraud knowledge of the whole district. KIN has been nominated for 
several awards in recent years for its innovative use of technology in the identification of fraud 
within local authority databases. 

9



© 2021 Grant Thornton UK LLP | Dartford Borough Council 2020/21

Commercial in confidence

Fraud risk assessment

Question Management response
6. How do you assess the overall control environment for
Dartford Borough Council, including:

• the existence of internal controls, including segregation of 
duties; and

• the process for reviewing the effectiveness the system of 
internal control?  

If internal controls are not in place or not effective where are 
the risk areas and what mitigating actions have been taken?

What other controls are in place to help prevent, deter or 
detect fraud?

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

The CAE will assess the overall control environment as part of their annual audit 
opinion. The internal audit plan is based on a risk assessment and is flexible to 
react to emerging risks. The risk of fraud is considered in all regular audits. 
Segregation of duties is in place wherever possible
Whistleblowing and Anti-Fraud policies have been promoted to staff

No

7. Are there any areas where there is potential for 
misreporting? 

No
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Fraud risk assessment

Question Management response
8. How do Dartford Borough Council 
communicate and encourage ethical 
behaviours and business processes of it’s staff 
and contractors? 
How do you encourage staff to report their 
concerns about fraud?
What concerns are staff expected to report 
about fraud?
Have any significant issues been reported? 

The Employee Code of Conduct provides staff with an ethical framework within which to work.
Governance briefing shared with staff. Included in the council’s standard contract templates is 
a schedule relating to mandatory policies which includes a link to the Council’s Counterfraud & 
Corruption Strategy on the Council’s website.
Fraud & Corruption Policy & Whistleblowing Policy available and communicated to all staff via 
the intranet. Fraud Awareness Week promoted to staff
All fraud concerns to be reported
No

9. From a fraud and corruption perspective, 
what are considered to be high-risk posts?
How are the risks relating to these posts 
identified, assessed and managed?

Posts within the Finance Team and within Revenues & Benefits

Separation of duties. Baseline Security Checks are undertaken on all staff, including agency 
staff, and more detailed DBS checks are undertaken on relevant posts.

10. Are you aware of any related party 
relationships or transactions that could give 
rise to instances of fraud?

How do you mitigate the risks associated with 
fraud related to related party relationships and 
transactions?

No

Separation of Duties, Declarations of Interest made at all meetings.
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Fraud risk assessment

Question Management response
11. What arrangements are in place to report 
fraud issues and risks to the Audit Board? 

How does the Audit Board exercise oversight 
over management's processes for identifying 
and responding to risks of fraud and breaches 
of internal control?

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

The Fraud Manager takes regular reports to the Audit Board reporting fraud activity in relation 
to Revenues & Benefits and Tenancy fraud.
The Internal Audit reports review any fraud risks within the area being audited and any 
concerns found would be reported to the Audit Board as part of the audit findings summary.

No instances of internal fraud have been identified in 2020/21. The Audit Board are keen to 
continue publicising instances of external fraud to deter potential fraudsters.

12. Are you aware of any whistle blowing 
potential or complaints by potential whistle 
blowers? If so, what has been your response?

Two whistle blowing complaints made in year. One investigated but not upheld. The other is 
still under investigation. If upheld, it will lead to a disciplinary hearing

13. Have any reports been made under the 
Bribery Act?

No
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Law and regulations

Matters in relation to laws and regulations
ISA (UK) 250 requires us to consider the impact  of laws and regulations in an audit of the financial statements.

Management, with the oversight of the Audit Board, is responsible for ensuring that Dartford Borough Council  operations are conducted in 
accordance with laws and regulations including those that determine amounts in the financial statements. 

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or 
error, taking into account the appropriate legal and regulatory framework. As part of our risk assessment procedures we are required to make 
inquiries of management and the Audit Board as to whether the entity is in compliance with laws and regulations. Where we become aware of 
information of non-compliance or suspected non-compliance we need to gain an understanding of the non-compliance and the possible effect on 
the financial statements.

Risk assessment questions have been set out below together with responses from management.
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Impact of laws and regulations

Question Management response
1. How does management gain assurance that 
all relevant laws and regulations have been 
complied with?
What arrangements does Dartford Borough 
Council have in place to prevent and detect non-
compliance with laws and regulations? 
Are you aware of any changes to the Council's 
regulatory environment that may have a 
significant impact on the Council's financial 
statements?

Committee reports signed out by Head of Legal Services & Monitoring Officer and Head of 
Finance & Section 151 Officer and annual report to the Audit Board (in or around 
September/October)

Committee reports signed out by Head of legal Services & Monitoring Officer and Head of 
Finance & Section 151 Officer

Not aware 

2. How is the Audit Board provided with 
assurance that all relevant laws and regulations 
have been complied with?

Annual report to the Audit Board (in or around September/October)

3. Have there been any instances of non-
compliance or suspected non-compliance with 
laws and regulation since 1 April 2020 with an 
on-going impact on the 2020/21 financial 
statements? 

No instances of non-compliance

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

Not aware of any actual or potential ligation or claims
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Impact of laws and regulations

Question Management response
5. What arrangements does Dartford 
Borough Council have in place to identify, 
evaluate and account for litigation or claims? 

Litigation claims are received and managed by Legal Services or the Insurance Section, 
depending on whether insured risks or not.
Annual statement in accounts regarding contingent assets and liabilities. 

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

Not aware of any reports
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Related Parties

Matters in relation to Related Parties
Dartford Borough Council are required to disclose transactions with entities/individuals that would be classed as related parties. These may 
include:

• entities that directly, or indirectly through one or more intermediaries, control, or are controlled by Dartford Borough Council;
• associates;
• joint ventures;
• an entity that has an interest in the authority that gives it significant influence over the Council;
• key management personnel, and close members of the family of key management personnel, and
• post-employment benefit plans (pension fund) for the benefit of employees of the Council, or of any entity that is a related party of the 

Council.
A disclosure is required if a transaction (or series of transactions) is material on either side, i.e. if a transaction is immaterial from the Council's 
perspective but material from a related party viewpoint then the Council must disclose it.
ISA (UK) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that you 
have established to identify such transactions. We will also carry out testing to ensure the related party transaction disclosures you make in the 
financial statements are complete and accurate. 
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Related Parties

Question Management response
1. Have there been any changes in the related 
parties including those disclosed in 2019/20 
financial statements? 

No significant changes to note. 

2. What controls does Dartford Borough 
Council have in place to identify, account for 
and disclose related party transactions and 
relationships?

Staff are required to disclose any such relationships they may have as part of the annual 
appraisal process.
Senior managers complete an annual related party transaction declaration form.
Members also complete an annual related party declaration form and a declaration of any 
interest and are expected to disclose any declarations of interest at the start of each committee 
meeting in respect of any of the agenda items

3. What controls are in place to authorise and 
approve significant transactions and 
arrangements with related parties?

Managers review all forms completed by staff as part of the appraisal process to ensure they 
are aware of any staff relationships which may impact on the service and can therefore take 
steps to mitigate any risk
Members can not be involved in the discussion or vote on any agenda item on which they 
disclose an interest. 

4. What controls are in place to authorise and 
approve significant transactions outside of the 
normal course of business?

Spending Officers can only approve spend within their budgets and variances are reported on. 
Purchase orders are required for most Council spend necessitating a separation of duties. 

17



© 2021 Grant Thornton UK LLP | Dartford Borough Council 2020/21

Commercial in confidence

Accounting estimates

Matters in relation to Related Accounting estimates
ISA (UK) 540 (Revised December 2018)  requires auditors to understand and assess an entity’s internal controls over accounting estimates, 
including:
• The nature and extent of oversight and governance over management’s financial reporting process relevant to accounting estimates;
• How management identifies the need for and applies specialised skills or knowledge related to accounting estimates;
• How the entity’s risk management process identifies and addresses risks relating to accounting estimates;
• The entity’s information system as it relates to accounting estimates; 
• The entity’s control activities in relation to accounting estimates; and
• How management reviews the outcomes of previous accounting estimates.
As part of this process auditors also need to obtain an understanding of the role of those charged with governance, which is particularly important 
where the estimates have high estimation uncertainty, or require significant judgement. 
Specifically do Audit Board Committee members:
• Understand the characteristics of the methods and models used to make the accounting estimates and the risks related to them;
• Oversee management’s process for making accounting estimates, including the use of models, and the monitoring activities undertaken by 

management; and
• Evaluate how management made the accounting estimates?
We would ask the Audit Board to satisfy itself that the arrangements for accounting estimates are adequate. 
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Accounting Estimates - General Enquiries of Management

Question Management response
1. What are the classes of transactions, events and 
conditions, that are significant to the financial 
statements that give rise to the need for, or changes in, 
accounting estimate and related disclosures?

See attached appendix.

2. How does the Council’s risk management process 
identify and addresses risks relating to accounting 
estimates?

Key risks are identified in service risk assessment - Most estimations do not impact on bottom line resources 
so the impact of estimation error would mainly be reputational

3. How do management identify the methods, 
assumptions or source data, and the need for changes 
in them, in relation to key accounting estimates?

See attached appendix for breakdown of methods.

4. How do management review the outcomes of 
previous accounting estimates?

Key areas are periodically reviewed,

5. Were any changes made to the estimation processes 
in 2020/21 and, if so, what was the reason for these?

There were no significant changes to the estimation process.

6. How do management identify the need for and apply 
specialised skills or knowledge related to accounting 
estimates?

Estimates are by experienced finance staff who will raise the need for review if the estimate required is 
material and not within their professional experience or ability. The section 151 officer reviews key 
estimates.
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Accounting Estimates - General Enquiries of Management

Question Management response

7. How does the Council determine what control 
activities are needed for significant accounting 
estimates, including the controls at any service 
providers or management experts? 

This is managed on a case by case basis with the support of experience d financial team. More 
information is provided in the attached appendix. 

8. How do management monitor the operation of 
control activities related to accounting estimates, 
including the key controls at any service providers 
or management experts? 

This is managed on a case by case basis. More information is provided in the attached appendix. 

9. What is the nature and extent of oversight and 
governance over management’s financial reporting 
process relevant to accounting estimates, 
including:
- Management’s process for making significant 

accounting estimates
- The methods and models used
- The resultant accounting estimates included in 

the financial statements.

The Statement of Accounts are approved by Audit Board. Keys assumptions and major sources of 
estimation uncertainty  are explained within the Accounts.
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Accounting Estimates - General Enquiries of Management

Question Management response
10. Are management aware of transactions, events, 
conditions (or changes in these) that may give rise 
to recognition or disclosure of significant accounting 
estimates that require significant judgement (other 
than those in Appendix A)?

No

11.  Are the management arrangements for the 
accounting estimates, as detailed in Appendix A 
reasonable?

Yes

12. How is the Audit Board provided with assurance 
that the arrangements for accounting estimates are 
adequate ?

Successful production and Audit of S151 Officer signed Statement of Accounts.
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Appendix A: Accounting Estimates

Estimate Method / model used 
to make the estimate

Controls used to 
identify estimates

Whether 
Management 
have used 
an expert

Underlying assumptions:
- Assessment of degree 
of uncertainty
- Consideration of 
alternative estimates

Has there been a
change in 
accounting
method in year?

Land and 
buildings 
valuations

Valuations Review of valuation 
inputs and variation 
between years

Yes an
external valuer
is used

Some uncertainty especially 
around leisure industry 
properties.

No

Council 
dwelling 
valuations

Valuations Review of valuation 
inputs and variation 
between years

Yes an
external valuer
is used

Some uncertainty especially 
around leisure industry 
properties.

No

Investment 
property 
valuations

Valuations Review of valuation 
inputs and variation 
between years

Yes an
external valuer
is used

Some uncertainty especially 
around Bridge valuation

No

Depreciation Various approaches as 
outlines in statement of 
accounts. Main approach 
for dwellings is straight
line over 60 years.

Valuer provides estimate 
of useful life

Yes an
external valuer
is used

Some uncertainty against 
wider housing stick when 
valuing on a Beacon basis. 
Not all properties are valued 
every year so conditions 
may have changed.

No
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Estimate Method / model used 
to make the estimate

Controls used to 
identify estimates

Whether 
Management 
have used 
an expert

Underlying assumptions:
- Assessment of degree 
of uncertainty
- Consideration of 
alternative estimates

Has there been a
change in 
accounting
method in year?

Valuation of 
defined 
benefit net 
pension fund 
liabilities

Valuation provided by 
professional actuaries 
on behalf of the pension 
fund

Valuation options and 
reports are reviewed.

Yes Since the outbreak of 
Covid-19 as at the valuation 
date, valuers consider they 
can attach less weight to 
previous market experience 
for comparison purposes to 
inform opinions of value.

No

Level 2 
investments

N/A no level 2 
investments held

N/A N/A N/A N/A

Level 3 
investments

N/A no level 2 
investments held

N/A N/A N/A N/A

Fair value 
estimates

Investment values are 
based on market 
valuations.

N/A N/A N/A N/A
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Estimate Method / model used to 
make the estimate

Controls used to 
identify estimates

Whether 
Manageme
nt have 
used an 
expert

Underlying assumptions:
- Assessment of degree of 
uncertainty
- Consideration of 
alternative estimates

Has there been a
change in 
accounting
method in year?

Provisions Estimate tailored to 
relevant provision. Main 
provision is on Appeals 
which is based on  actual 
cases appealed and on a 
percentage of RV for 
appeals for the new list.

The S151 officer 
agrees the estimation 
methods  for the 
allowance

No It is uncertain as to how 
many appeals will be 
successful given that the 
appeal process changed  in 
2017. Appeals have been 
rules out relating to the 
pandemic. There is some 
expert analysis available but 
it will be more useful when 
the success rates of 2017 list 
appeals become clearer

No

Accruals Mainly based on invoices 
received and paid/due to 
be paid as well as 
spending officer reviews.

Each accrual is 
reviewed by 
accountants for 
reasonableness and 
budget monitoring is 
used to detect any 
unexpected amounts. 

No No uncertainty identified No
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Estimate Method / model used 
to make the estimate

Controls used to 
identify estimates

Whether 
Management 
have used an 
expert

Underlying 
assumptions:
- Assessment of degree 
of uncertainty
- Consideration of 
alternative estimates

Has there been a
change in 
accounting
method in year?

Finance lease 
liabilities

Embedded lease based 
on valuation of vehicles 

The S151 officer 
agrees the estimation 
methods  for the 
allowance

No No uncertainty identified. 
Balances are becoming 
immaterial

No

Credit loss 
and 
impairment 
allowances

An amount is set aside 
relevant to the type of 
debt held and the 
likelihood of that debt 
being repaid.

The S151 officer 
agrees the estimation 
methods  for the 
allowance

No No significant uncertainty 
identified

No but amounts 
have been reviewed 
in the light of the 
pandemic
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