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Public Sector Audit Appointments Ltd (PSAA) issued the “Statement of responsibilities of auditors and audited bodies”. It is 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. It 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 areas. 
The “Terms of Appointment and further guidance (updated July 2021)” issued by the PSAA sets out additional requirements that auditors 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 Authority and management of East London Waste Authority in accordance with the statement of responsibilities. Our work has been undertaken so that we might state to the Authority and 
management of East London Waste Authority 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 Authority and management of  East London Waste Authority 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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Introduction

Purpose

The purpose of the Auditor’s Annual Report is to bring together all of the auditor’s work over the year. A core element of the report is the commentary on value for money (VFM) 
arrangements, which aims to draw to the attention of the Authority, or the wider public, relevant issues, recommendations arising from the audit and follow-up of recommendations 
issued previously, along with the auditor’s view as to whether they have been implemented satisfactorily.

Responsibilities of the appointed auditor

We have undertaken our 2021/22 audit work in accordance with the Audit Plan that we issued in June 2022. We have complied with the National Audit Office’s (NAO) 2020 Code of Audit 
Practice, other guidance issued by the NAO and International Standards on Auditing (UK). 

As auditors we are responsible for:

Expressing an opinion on:

• The 2021/22 financial statements;

• Conclusions relating to going concern; and

• The consistency of other information published with the financial statements, including the narrative statement.

Reporting by exception:

• If the governance statement does not comply with relevant guidance or is not consistent with our understanding of the Authority;

• If we identify a significant weakness in the Authority’s arrangements in place to secure economy, efficiency and effectiveness in its use of resources; and

• Any significant matters that are in the public interest.

Responsibilities of the Authority

The Authority is responsible for preparing and publishing its financial statements, narrative statement and annual governance statement. It is also responsible for putting in place proper 
arrangements to secure economy, efficiency and effectiveness in its use of resources.
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Introduction (continued)

2012/22 Conclusions

Financial statements Unqualified – the financial statements give a true and fair view of the financial position of the Authority as at 31 March 2022 and of its 
expenditure and income for the year then ended. We issued our auditor’s report on 25 November 2022.

Going concern We have concluded that the Finance Director’s use of the going concern basis of accounting in the preparation of the financial statements is 
appropriate. 

Consistency of the other information 
published with the financial statement

Financial information in the narrative statement and published with the financial statements was consistent with the audited accounts.

Value for money (VFM) We had no matters to report by exception on the Authority’s VFM arrangements. We have included our VFM commentary in Section 03.

Consistency of the annual governance 
statement

We were satisfied that the annual governance statement was consistent with our understanding of the Authority .

Public interest report and other auditor 
powers

We had no reason to use our auditor powers. 

Whole of government accounts Alongside our work on the financial statements, we also review and report to the National Audit Office (NAO) on your Whole of
Government Accounts (WGA) return. The extent of our review, and the nature of our report, is specified by the NAO.

As in previous years, we expect the Authority to be below the threshold which requires us to undertake detailed procedures. However, the 
NAO has not yet issued its instructions on this for 2021/22 and therefore we cannot confirm this until they have been issued.

Certificate We are not able to issue our certificate until the Group Audit Instructions are issued and we can complete any work required on the WGA 
return.
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Audit of the financial statements
Key findings

The Narrative Statement and Statement of Accounts is an important tool for the Authority to show how it has used public money and how it can demonstrate its financial management and 
financial health. 

On 25 November 2022, we issued an unqualified opinion on the financial statements. We reported our detailed findings to the November 2022 Authority meeting. We outline below the 
key issues identified as part of our audit, reported against the significant risks and other areas of audit focus we included in our Audit Plan. 

Significant risk Conclusion

Misstatements due to fraud or error An ever present risk is that management is in a unique position to commit fraud because of its ability to manipulate accounting records directly 
or indirectly, and prepare fraudulent financial statements by overriding controls that otherwise appear to be operating effectively. 

Our work did not identify any material weaknesses in the design or operation of controls or evidence of material misstatements, whether due to 
fraud or error. 

Our work did not identify any other transactions during our audit which appeared unusual or outside the Authority‘s normal course of business. 

Area of audit focus Conclusion

Pension liability valuations We tested the Authority’s pension liability valuation, assessed the work of the actuary and engaged our internal Pension specialist to undertake 
additional audit procedures in response to the updated ISA540 regarding accounting estimates.

There are no matters to bring to the attention of the Authority as a result of this work.

Valuation of other land and buildings We did not find any issues in the valuation or subsequent disclosure of other land and buildings in the Authority’s financial statements

PFI liability and annual charges We confirmed that the accounting entries and disclosures made within the financial statements are consistent with the underlying PFI model 
and have no issues to bring to the attention of the Authority. 

Going concern disclosures Management produced a going concern assessment which was supported by cashflow forecasts. We reviewed the cashflow forecasts for
reasonableness along with the assumptions that underpinned them. We also reviewed and further challenged the going concern disclosure 
made by the Authority, checking for consistency with our knowledge of the Authority and the Statement of Accounts. 

We are satisfied that the final disclosure is an accurate reflection of management’s assessment that it remains appropriate to prepare the 
financial statements on a going concern basis.
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Value for Money

Scope

We are required to report on whether the Authority has put in place proper arrangements to secure economy, efficiency and effectiveness in it use of 
resources. We have complied with the guidance issued to auditors in respect of their work on value for money arrangements (VFM) in the 2020 Code of Audit 
Practice (2020 Code) and Auditor Guidance Note 3 (AGN 03). We presented our VFM risk assessment to the Authority which was based on a combination of 
our cumulative audit knowledge and experience, our review of Authority reports, meetings with officers and evaluation of associated documentation through 
our regular engagement with Authority management and the finance team.

Reporting

We completed our risk assessment procedures and did not identify any significant weaknesses in the Authority's VFM arrangements. We have also not 
identified any significant risks during the course of our audit. As a result, we had no matters to report by exception in the audit report on the financial 
statements. 

Our detailed commentary for 2021/22 is set out on page 7. The commentary on these pages summarises our conclusions over the arrangements at the 
Authority in relation to our reporting criteria (see below) throughout 2021/22. Appendix A includes the detailed arrangements and processes underpinning 
the reporting criteria. These were reported in our 2020/21 Annual Auditors Report and have been updated for 2021/22.

In accordance with the NAO’s 2020 Code, we are required to report a commentary against three specified reporting criteria:

We did not identify any 
risks of significant 
weaknesses in the 
Authority’s VFM 
arrangements for 
2021/22.

We have no matters to 
report by exception in 
the audit report. 

Our VFM commentary 
highlights relevant 
issues for the Authority 
and the wider public.

Reporting criteria 
Risks of significant weaknesses 
in arrangements identified?

Actual significant 
weaknesses in 
arrangements identified?

Financial sustainability: How the Authority plans and manages its resources to ensure 
it can continue to deliver its services

No significant risks identified No significant weaknesses 
identified

Governance: How the Authority ensures that it makes informed decisions and properly 
manages its risks

No significant risks identified No significant weaknesses 
identified

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

No significant risks identified No significant weaknesses 
identified
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Value for Money (continued)

Key findings:
The Authority has a sound track record for setting and delivering balanced budgets. The Authority set a balanced budget for 2021/22, and, following an assessment of its future needs, 
the Authority in February 2021 approved a contribution from the Strategy and Business Risk Reserves totalling £20.5 million, which enabled a one-off reduction in the 2021/22 levies to 
constituent Councils. The Authority delivered services within the budget set in February 2021.  

The Authority has embedded risk management processes throughout its structure. The corporate risk register, which deals with both strategic and operational risks, is agreed and 
reviewed by the Management Board and Authority Members on a regular basis.  Financial, operational and legal risks are embedded within individual reports that are presented 
at Authority meetings. Risk identification and management processes are also in place for projects, partnerships and contracts.

The Authority’s current strategy was initially drafted in 1996 and was reviewed in 2006. The Authority’s PFI contract for integrated waste services started during December 2002 and 
ends in 2027. The Authority has been working in partnership with the London Boroughs of Barking and Dagenham, Havering, Newham and Redbridge on a new Joint Strategy for 
managing future resources and waste at the end of the existing Integrated Waste Management Services (IWMS) contract. This new Joint Strategy has been through a full public 
consultation and was formally adopted by all partner Authorities in 2022.

The practical delivery of the new arrangements will need to consider possible changes to the Authority’s service contract, as well as important national and regional initiatives and 
targets that will result in new legislation and requirements for local authorities. As part of the implementation of the Joint Waste Strategy, the Authority has appointed a new 
procurement director and formed a Procurement and Contract Expiry (PACE) Programme which will help deliver the new strategy to help get the best waste solution for all parties.

Conclusion: 
Based on the work performed, the Authority had proper arrangements in place in 2021/22: 
• to enable it to plan and manage its resources to ensure that it can continue to deliver its services,
• to enable it to make informed decisions and properly manage its risks; and
• to use information about its costs and performance to improve the way it manages and delivers services.
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Appendix A – Summary of arrangements

Financial Sustainability

Reporting Sub-Criteria Findings

How the body ensures that it identifies all the 
significant financial pressures that are relevant to its 
short and medium-term plans and builds these into 
them

An Annual Budget and Service Delivery Plan (ABSDP) is prepared by Renewi, which informs the Authority’s medium term financial 
strategy (MTFS). The Integrated Waste Management contract contains specific requirements regarding the preparation of the Annual
Budget and Service Delivery Plan. The contractual requirement is for Renewi UK Ltd (the operator) to submit draft budgets for officer 
review and challenge based on agreed assumptions each autumn. The preparation of the ABSDP and MTFS is an ongoing process with 
both documents being updated on a cyclical basis and approved in the public domain, in order to continuously update the medium-
term position of the Authority once new information becomes available.  Each year, the Authority considers the key variables 
impacting the levy including projected tonnages, inflation, insurance costs and any other significant assumptions identified.

How the body plans to bridge its funding gaps and 
identifies achievable savings

Budget planning is an ongoing process, usually starting in the Autumn each year, within an agreed detailed timetable which all partners 
are signed up to. Required savings are baked into the annual budgets and there are no residual unidentified savings within the 2022/23 
or 2023/24 financial plans. This includes overall waste disposal costs as part of the waste prevention programme of the Authority. The 
key variables identified as part of the budget are risk assessed and performance against each is monitored throughout the year. 
Consideration of the value for money that the Authority is required to achieve for the constituent members is fully considered within 
the budget setting process.

How the body plans finances to support the 
sustainable delivery of services in accordance with 
strategic and statutory priorities

The Authority’s policy is to hold a General Fund Balance at £3 million following an annual risk assessment undertaken as part of the 
MTFS agreement. The S73 officer determines whether the estimates are sufficiently robust to allow the Authority to set the Revenue 
Budget and Capital Programme. In addition, the Authority holds a minimum of £2 million in a procurement reserve and a further £1 
million in a business risk reserve.

The next step for the Authority is to look forward to future years and the full implementation of the adopted Joint Strategy for East 
London’s Resources and Waste 2027-2057. 

How the body ensures that its financial plan is 
consistent with other plans such as workforce, 
capital, investment, and other operational planning 
which may include working with other local public 
bodies as part of a wider system

The Authority’s Business Plan is in line with the Joint Strategy and is structured in a way to combine and capture all of the strategic 
plans, with inputs from al relevant partners and stakeholders. The process is clear and there is an integrated business and financial 
planning cycle, including both revenue and capital plans, based on a good understanding of the factors that drive high quality financial 
management and service delivery. Due consideration is given to the national and local policy context, a comprehensive understanding 
of the financial position (revenue and capital) and the service challenges in supporting the needs of residents, businesses and 
communities  and the underlying sustainability focus.

How the body identifies and manages risks to 
financial resilience, e.g. unplanned changes in 
demand, including challenge of the assumptions 
underlying its plans

Budget monitoring is completed each month. Any budget variations are highlighted and key variables are monitored closely with the 
operator. Key performance data is used as the starting point for the following year’s budget. Any emerging pressures identified are 
included in the Business Planning process and regular reports are taken to the Authority meetings. The Authority holds a number of 
reserves for in year unplanned events and these are reviewed as part of the business planning cycle.
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Appendix A – Summary of arrangements (continued)

Governance

Reporting Sub-Criteria Findings

How the body monitors and assesses risk and how 
the body gains assurance over the effective 
operation of internal controls, including 
arrangements to prevent and detect fraud

The Managing Director is responsible for preparing the Risk Management Policy and for reviewing the effectiveness of risk 
management. This drives the Corporate Risk Register which is reported annually to the Authority, in February. All significant risks must 
be managed to, or maintained at, an acceptable level and there are currently no high level risks (after mitigations). The risk 
management policy is promoted throughout the Authority. There are specific fraud policies and these are updated annually. It is the 
responsibility of the Authority, Manging Director and Finance Director to ensure these are implemented and adhered to across the
Authority. 

The constitution contains the corporate framework which provides the basis of how the Authority conducts its financial affairs. This 
incorporates appropriate controls and providing those responsible for delivering services with financial responsibility and flexibility. 
These processes are complemented by a programme of Internal Audit work who use the risk register along with discussions with 
management to inform their annual work programme. 

How the body approaches and carries out its annual 
budget setting process

The Annual Budget process, including the responsibilities and procedures, is set out within the Constitution. It is the responsibility of  
the Finance Director to prepare a detailed proposed budget for revenue and capital expenditure for the forthcoming year. This is
undertaken as part of the Integrated Waste Management Services contract in partnership with the operator of the contract. It is then 
the responsibility of the Authority to review, scrutinise and approve the budget  and annual levies as appropriate.

How the body ensures effective processes and 
systems are in place to ensure budgetary control; to 
communicate relevant, accurate and timely 
management information (including non-financial 
information where appropriate); supports its 
statutory financial reporting requirements; and 
ensures corrective action is taken where needed

Within the Constitution of the Authority there are processes and procedures in place to ensure the body has effective systems to
ensure budgetary control; to communicate relevant, accurate and timely management information; to support its statutory financial 
reporting requirements; and to ensure the body is taking corrective action where needed.

The Finance Director is responsible for this and, through our review of Authority meeting minutes and attendance at  Authority 
meetings, we have positive confirmation that this information is being provided, action plans drawn up as necessary and that this 
includes financial and non financial information as appropriate.

How the body ensures it makes properly informed 
decisions, supported by appropriate evidence and 
allowing for challenge and transparency.  This 
includes arrangements for effective challenge from 
those charged with governance/audit committee

The Authority’s constitution includes guidelines on how decisions need to be made and by who, ensuring they are accountable to local 
people. There is a forward plan on the agenda of each Authority meeting, which is a list of the Authority’s key decisions that will be 
made over a rolling twelve month period. Key decisions are subject to several layers of scrutiny prior to approval and 
implementations. Decisions made at Authority meetings are recorded for future reference and this can be evidenced through the
published Authority papers and minutes.

How the body monitors and ensures appropriate 
standards, such as meeting legislative/regulatory 
requirements and standards in terms of officer or 
member behaviour (such as gifts and hospitality or 
declarations/conflicts of interests)

The responsibilities and statutory requirements of all officers and members of the Authority are embedded within the constitution. 
There is a formal complaints policy which sets out how complaints can be made, what should be expected and how to appeal. There is 
a formal process to deal with Freedom of Information requests and Subject Access requests. There is a standing agenda item at each 
Authority meeting pertaining to any conflict of interest declarations that need to be made by members or officers. There are fraud and 
corruption policies in place which are updated annually and include a whistleblowing policy and coverage of money laundering.

These policies are underpinned by the work of Internal Audit, who report annually to the Authority.

Authority Agenda Item 11 - Appendix A



11

Appendix A – Summary of arrangements (continued)

Improving economy, efficiency and effectiveness

Reporting Sub-Criteria Findings

How financial and performance information has 
been used to assess performance to identify areas 
for improvement

As part of the Annual Budget and Service Delivery Plan (ABSDP) approval process the Integrated Waste Management Services contract 
contains specific requirements regarding the annual plan. This must contain details of how the Contractor will deliver the contract and 
meet the required targets during the forthcoming twelve months and highlight financial matters affecting the delivery of the IWMS 
Contract during this period. 

The Authority receives reports on key performance areas included within the annual budget and service delivery plan. These outline 
the current performance against the planned targets and highlight any instances of overspend or underspend and over or under 
performance. An annual report is produced by the contractor which helps review prior years performance and areas of focus for the 
coming year, which is considered as part of the annual service delivery plan.

The Authority’s Annual Report and Annual Governance Statement also set out the review of performance for the year.

How the body evaluates the services it provides to 
assess performance and identify areas for 
improvement

The Authority receives reports on performance at each Authority meeting. This includes an analysis of performance against the key 
financial and non financial targets. This is in line with those identified as part of the annual planning process. 

An annual report is produced by the contractor which helps review prior years performance and areas of focus for the coming year
which is considered as part of the annual service delivery plan. This includes performance against national and local targets, including 
delivering on Government’s emerging policies on waste management and future arrangements for waste reduction, reuse, recycling 
and collection and disposal services in East London, within the agreed budget.

How the body ensures it delivers its role within 
significant partnerships, engages with stakeholders it 
has identified, monitors performance against 
expectations, and ensures action is taken where 
necessary to improve

The Authority’s formal governance structure starts with Members appointed by the Constituent Councils. Constituent Council Directors 
sit on the Authority’s Management Board (an advisory officer group) and there are also regular meetings at other levels between the 
main partners.  The ABSDPs and Five-Year Service Delivery Plans (FYSDPs) are developed by Renewi and are tools for the Authority to 
manage performance.  Members receive regular financial and service performance updates at Authority Meetings.  The Authority also 
works to its Constitution that was last updated in February 2022 and has led the development of a Joint Strategy for East London’s 
Resources and Waste to frame the procurement of waste services after the IWMS.

How the body ensures that commissioning and 
procuring services is done in accordance with 
relevant legislation, professional standards and 
internal policies, and how the body assesses 
whether it is realising the expected benefits

The Authority is party to a PFI-funded Integrated Waste Management Services contract (2002-2027). The Authority recently 
established a Procurement and Contract Expiry (PACE) programme board of ELWA and Constituent Council Directors and senior officers 
to deliver post-2027 services.  It has employed Local Partnerships to help procure the external specialist advisers it will need, and is 
building its own internal officer resource.   The Authority’s preparations have been reviewed by the Infrastructure & Projects Authority 
and by DEFRA, and found to be positive.  
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Appendix B – Summary of all recommendations

Recommendations

The table below sets out all the recommendations arising from the financial statements and value for money audits in 2021/22. All recommendations have been agreed by management.

Issue Recommendation Management Response

Financial statements: Property, plant and 
equipment (PPE) valuations

Whilst there were no adjustments or errors identified in relation to 
PPE in 2020/21, and we did not find any issues in the valuation or 
subsequent disclosure of other land and buildings, our audit work 
highlighted a significant year on year increase in land values as 
assessed by management’s expert. To understand the underlying 
reasons a number of meetings were held with the Authority’s external 
valuer. 

We would continue to encourage additional engagement of 
management with their external valuers, regarding the assumptions 
they have used when undertaking the valuations and critically 
reviewing and challenging the outputs before posting updated 
valuations in the general ledger and fixed asset register. The Authority 
should ensure that these challenge processes are documented.

Officers will ensure that the engagement with the external valuers to 
critically review their assumptions and outputs is fully documented 
before updated valuations are posted to the general ledger and fixed 
asset register.

Financial statements: Related party 
transactions

The CIPFA LASAAC Code of Practice on Local Authority Accounting in 
the United Kingdom requires the Authority to disclose transactions 
with related parties, the provision of this disclosure is based on IAS 24 
Related Party Disclosures. To collect this information, the Authority 
requires senior officers and members of the Authority to submit an 
annual declaration. 

For the 2021/22 financial year, one return was not received. 
Alternative audit procedures were undertaken to ensure appropriate 
disclosures were made in the financial statements with no issues 
noted. The Authority should ensure that in future years all members 
complete the required declarations.

Officers will ensure that non-returns are followed up promptly and that 
every effort is made to ensure that declarations are received from all 
members in post during the financial year.
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Appendix C – Fees
Relationships, services and related threats and safeguards
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