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Justification for fee re-basing

· The level of risk is a key driver of the amount of work we need to undertake and therefore cost. The analysis in
the table below is based on the actual fee re-basing proposals for a similar sized district council, county council
and London borough unitary. The fee per risk remains lower for Eastleigh after the re-basing adjustment is
applied. There are other drivers of cost, for example the London borough unitary combines the functions of a
district and county and therefore has many more material systems to document and walkthrough, but the
analysis provides comfort that the re-based fee being proposed for the Council is proportionate to the level of
risk and not out of line with others.

Body 2019/20 scale fee (£) 2019/20 proposed
re-based scale fee
(£)

Number of
significant risks and
areas of audit focus*

Fee per risk after re-
basing (£)

Eastleigh Borough
Council

39,328 118,328 9 13,148

Similar size district
council in terms of
spend excluding
commercial activity

38,917 64,231 4 16,057

County council 90,561 156,987 10 15,699
London borough 110,493 213,034 7 30,433

* Excludes risks solely driven by C-19 that should not be recurrent over the medium term. Includes significant VFM risks

· The level of risk at the Council is reflected in the composition of the audit team, which includes a Partner level
responsible individual and senior manager. This is not typically the case for a district council, but necessary at
Eastleigh to ensure we discharge our responsibilities to an appropriate level of quality.

· The level of risk at the Council, and complexity of the commercial arrangements in which it is involved, translates
to more complex financial statements which necessarily contain more estimates and subjective judgement which
are inherently ‘harder to audit’. To discharge our responsibilities to an appropriate level of quality we therefore
need more time to be input by the local team, and involve more audit experts to support our work at a higher
cost.

Note on PPE/IP including RICS related material uncertainty - £15,000 19/20 risk-based fee

The additional fee in this area is primarily being driven by the size and nature of the Council’s commercial property
portfolio and the impact of C-19 on valuation. Much of the commercial property portfolio is in areas like retail, leisure and
hotels, where the physical restrictions on movement have led to a much greater level of market volatility. So, while
‘material uncertainty’ valuation caveats were issued by valuers across the board in 19/20 following RICS guidance (and we
have needed to undertake additional work everywhere for which we are charging), the actual level of uncertainty at the
Council was greater because of the nature of its holdings. We therefore needed to undertake more work, supported by our
EY Real Estates valuation professionals, in this area at the Council compared to others.


