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Executive summary
Introduction

We have pleasure in setting out in this document our report to the North London Waste Authority for the year ended 31
March 2006 for discussion at the meeting scheduled for 20 September 2006. This report summarises the principal
matters that have arisen from our audit for the year ended 31 March 2006. This summary is not intended to be
exhaustive but highlights the most significant matters that have come to our attention. It should, therefore, be read in
conjunction with the report and the appendices thereto.
We have substantially completed our audit in accordance with our Audit Plan which was presented to you in May 2006.
Certain procedures are still outstanding and need to be finalised before we can finalise our audit opinion:
z

final review of the Annual Report and Accounts; and

z

completion of post balance sheet events review.

We will report to you orally in respect of any modifications to the findings or opinions contained in this report that arise
from the completion of these matters.
On satisfactory completion of the outstanding matters, we anticipate issuing an unqualified audit opinion.
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Executive summary (continued)
Key areas of
judgement and
audit focus

We have identified the following key judgement areas as being important to the 2006 accounts:
Release of the £910k hazardous waste provision from 2004/05
This was a significant adjustment in 2005/06 relating to a provision booked in the prior year, and so we have reviewed
this to determine whether this treatment is appropriate.
Landfill Allowance Trading Scheme
This was the first year of the Landfill Allowance Trading Scheme. We have performed a review of the methods of
calculation and the information used in order to reach the disclosures in the accounts.
Pension Liability and disclosures
We have considered the requirements for the Authority to make full disclosures for the pension liability recognised in the
accounts.
Other Key areas of judgement and audit focus
Further discussion on the above key matters is included in the detailed section on the Key areas of judgement and audit
focus on page 4, together with discussion of the following other key areas of judgement and audit focus identified in our
audit plan:
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z

International Standards on Auditing

z

Statement on Internal Control

z

Best Value Performance Plan
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Executive summary (continued)
Audit adjustments

For the 2006 financial statements our materiality was £387,000 (2005 £345,000). This is consistent with our
determination of planning materiality previously advised to the Authority.
As outlined in our Audit Plan presented in May 2006, we report all individual identified misstatements in excess of £7,700,
and other identified errors in aggregate. We consider identified misstatements in qualitative as well as quantitative
terms.
There were no identified unadjusted misstatements arising from our audit.

Accounting and
internal control
systems

We did not identify any material weaknesses in the financial reporting environment.

Independence

In our professional judgement we are independent within the meaning of APB Ethical Standards and the objectivity of the
audit engagement partner and audit staff is not impaired. Details of our consideration of independence, including fees for
non-audit services, are included in section 4.
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1. Key areas of judgement and audit focus
The results of our audit work on key issues and judgements are set out below.

Key issue
Release of
Hazardous
Waste Provision

Background
The 2004/05 accounts included a £910k liability relating to Hazardous Waste disposal costs incurred by LondonWaste Limited.
During 2005/06 the Authority has concluded that this provision is no longer required, as LondonWaste Limited are now trading
profitably, and so such a claim would be unexpected, and would be outside the terms of the agreement between NLWA and
LondonWaste Limited. This agreement means that NLWA will not reimburse costs in excess of the dividend received from
LondonWaste Limited.
There have been no dividends over the past few years, and none are expected for several years to come. The provision was
therefore recognised in the prior year on the basis that LondonWaste Limited was trading at a loss and was expected to
encounter cash flow problems if NLWA did not reimburse them for some costs.
However, no claim was submitted by LondonWaste Limited and as their financial situation has changed no liability is now
anticipated.
Deloitte Response
We have reviewed the position of NLWA regarding the potential liability. We have concluded that there is insufficient
information available to suggest that there is a liability that should be recognised. The terms of the agreement with
LondonWaste Limited mean that there was never a legal obligation for NLWA to reimburse any of these costs. As
LondonWaste Limited is now trading profitably, there is now no constructive obligation either.
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1. Key areas of judgement and audit focus (continued)

Key issue
Landfill
Allowance
Trading Scheme

Background
This is the first year in which the Landfill Allowance Trading Scheme (LATS) has impacted on the NLWA accounts. The scheme
needs to be accounted for in accordance with the LAAP guidance issued, recording income, expenditure, assets and liabilities
in the accounts gross.
Deloitte Response
We have reviewed the accounting treatment and concluded that this is in accordance with the guidance issued. We have
audited the figures used, and have concluded that the disclosures in the accounts is appropriate. As there was a surplus of
income over expenditure in the year, a LATS fund has been created to carry this surplus forward into future years to fund
ongoing costs. We have recommended that the accounts clarify that these funds are being treated as earmarked for this
purpose.
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1. Key areas of judgement and audit focus (continued)

Key issue
Pension Liability

Background
As NLWA does not have contributing employees, only the pension liability for the added years element of past employees is
disclosed in the accounts.
Deloitte Response
We have consulted the guidance on the requirements for NLWA, and the requirement is that the accounts should also disclose
the assumptions that were used by the actuary in reaching the liability calculation. This information has been disclosed in the
accounts.
Full FRS17 disclosures are not required.

Key issue
International
Standards on
Auditing

Background
As set out in our audit plan, the 2006 audit was the first which we performed under the new International Standards on
Auditing (United Kingdom and Ireland).
This meant that we have performed additional procedures around documenting and reviewing the controls in place over:
•

Segregation of duties

•

Related party transactions

•

Key business cycles

•

Procedures for posting journal entries

•

Procedures for financial reporting

We have also considered the controls in place to address the risk of fraud in revenue recognition, which the ISAs presume
exists in all entities.
Deloitte Response
We have completed our work over the above areas, and did not identify any significant weaknesses or areas where we could
raise recommendations for improvements going forward.

6

© 2005 Deloitte & Touche LLP

1. Key areas of judgement and audit focus (continued)

Key issue
Statement on
Internal Control

Background
In reviewing the Authority’s published Statement on Internal Control, we consider the overall arrangements you have in place
to ensure:
z

the legality of transactions that might have significant financial consequences;

z

the financial standing of the authority;

z

systems of internal control; and

z

standards of financial conduct and the prevention and detection of fraud and corruption.

It is your responsibility to put adequate arrangements in place. We review these arrangements, reporting where appropriate.
The Authority relies on the financial systems of the London Borough of Camden.
Deloitte Response
We have reviewed the Statement on Internal Control in the accounts and have not identified any inconsistencies with our
knowledge of the Authority.
As part of our audit of the London Borough of Camden, we have reviewed the general computer controls and the internal audit
reports issued in the year.
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1. Key areas of judgement and audit focus (continued)

Key issue
Best Value
Performance
Plan

Background
We are required to issue an opinion on the Best Value Performance Plan 2006/07 by the end of December 2006 and report in
our audit opinion on the Best Value Performance Plan 2005/06, on which we reported in December 2005.

Deloitte Response
We have completed our work in verifying the information disclosed as the Best Value Performance Indicators. We are
currently working to complete our opinion on the whole Best Value Performance Plan, and do not anticipate that there will be
any issues in meeting the deadline.
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2. Accounting and internal control systems
For controls considered to be ‘relevant to the audit’ we evaluated the design of the controls and determined whether they had been
implemented (“D& I”). The controls that are determined to be relevant to the audit were those:
•

where we planned to obtain assurance through operating effectiveness;

•

relating to identified risks (including this risk of fraud in revenue recognition) or areas of audit focus (as detailed in section 1); and

•

where we considered we would be unable to obtain sufficient audit assurance through substantive procedures alone.

For the purpose of our financial statements audit, we were able to identify relevant controls and to assess the overall control environment
as conducive for control reliance for audit purposes.
There were no control weaknesses or observations identified from our audit work to report to you.
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3. Other matters for communication
Other requirements of International Standards on Auditing (UK and Ireland)
International Standards on Auditing (UK and Ireland) (“ISAs (UK and Ireland)”) require we report on the following additional matters:
ISA (UK &
Ireland)

Matter

210

Terms of audit engagements

240

The auditor’s responsibility to consider fraud in an audit of financial statements

250

Consideration of laws and regulations in an audit of financial statements

315

Obtaining an understanding of the entity and its environment and assessing the risks of material misstatement

320

Audit materiality

545

Auditing fair value measurements and disclosures

550

Related parties

560

Subsequent events

570

Going concern

580

Management representations

720

Other information in documents containing other audited financial statements

We consider that there are no additional matters in respect of the above to bring to your attention that have not been raised elsewhere in
this report or our audit plan.
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4. Independence policies and procedures
Important safeguards and procedures have been developed by Deloitte to counter threats or perceived threats to our objectivity, which
include the items set out below.

Safeguards and
procedures

z

z

z

z

z

z

z
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Every opinion (not just statutory audit opinions) issued by Deloitte is subject to technical review by a member of our
independent Professional Standards Review unit.
Review and challenge takes place of key decisions by the Second Partner and by the Independent Review Partner, which
goes beyond auditing standards, and ensures the objectivity of our judgement is maintained.
We report annually to the Authority our assessment of objectivity and independence. This report includes a summary of
non-audit services provided together with fees receivable.
There is formal consideration and review of the appropriateness of continuing the audit engagement before accepting
reappointment
Periodic rotation takes place of the audit engagement partner, the independent review partner and key audit partners in
accordance with our policies and professional and regulatory requirements.
In accordance with the Ethical Standards issued by the APB, there is an assessment of the level of threat to objectivity
and potential safeguards to combat these threats prior to acceptance of any non-audit engagement. This would include
particular focus on threats arising from self-interest, self-review, management, advocacy, over-familiarity and
intimidation.
In the UK, statutory oversight and regulation of auditors is carried out by the Professional Oversight Board for
Accountancy (POBA) which is an operating body of the Financial Reporting Council. The Firm’s policies and procedures are
subject to external monitoring by both the Audit Inspection Unit (AIU), which is a division of POBA, and the ICAEW’s
Quality Assurance Directorate (QAD). The AIU is charged with monitoring the quality of audits of economically significant
entities and the QAD with monitoring statutory compliance of audits for all other entities. Both report to the ICAEW’s
Audit Registration Committee. The AIU also reports to POBA and can inform the Financial Reporting Review Panel of
concerns it has with the accounts of individual companies. The AIU and QAD do not publish individual inspection reports
and we are not permitted to disclose details of their findings.
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4. Independence policies and procedures (continued)

Independence
policies

Our detailed ethical policies’ standards and independence policies are issued to all partners and employees who are required to
confirm their compliance annually. We are also required to comply with the policies of other relevant professional and
regulatory bodies.
Amongst other things, these policies:
z

z

z

Remuneration
and evaluation
policies
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state that no Deloitte partner or immediate family member is allowed to hold a financial interest in any of our UK audit
clients;
require that professional staff or any immediate family member may not work on assignments if they have a financial
interest in the client or a party to the transaction or if they have a beneficial interest in a trust holding a financial position
in the client;
state that no person in a position to influence the conduct and outcome of the audit or any immediate family member
should enter into business relationships with UK audit clients or their affiliates;

z

prohibit any professional employee from obtaining gifts from clients unless the value is clearly insignificant; and

z

provide safeguards against potential conflicts of interest.

Partners are evaluated on roles and responsibilities they take within the firm including their technical ability and their ability to
manage risk.
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4.

Independence policies and procedures (continued)

Specific independence issues and safeguards
There were no threats to objectivity and independence identified.

Confirmation of independence
In our professional judgement we are independent within the meaning of regulatory and professional requirements and the objectivity of
the audit engagement partner and audit staff is not impaired. In respect of our consideration of the retention of the audit engagement
for the period commencing 1 April 2006 we confirm that we comply with APB Ethical Standards for that period.

Use of auditors for non-audit services
We are not aware of any inconsistencies between APB Ethical Standards and the Authority’s policy for the supply of non audit services or
of any apparent breach of that policy.
An analysis of professional fees earned by Deloitte in the period from 1 April 2005 to 31 March 2006 is noted below:

2006
£’000

2005
£’000

17,510

17,000

Financial Aspects of Corporate Governance

1,855

1,800

BVPP and Performance Data Quality

5,765

5,600

25,130

24,400

Financial Accounts Audit

Total
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5. Responsibility statement
While our report includes suggestions for improving accounting procedures, internal controls and other aspects of your business arising
out of our audit, we emphasise that our consideration of North London Waste Authority’s system of internal financial control was
conducted solely for the purpose of our audit having regard to our responsibilities under Auditing Standards. We make these suggestions
in the context of our audit but they do not in any way modify our audit opinion which relates to the financial statements as a whole.
Equally, we would need to perform a more extensive study if you wanted us to make a comprehensive review for weaknesses in existing
systems and present detailed recommendations to improve them.
We view this report as part of our service to you for use as the Authority for corporate governance purposes and it is to you alone that we
owe a responsibility for its contents. We accept no duty, responsibility or liability to any other person as the report has not been
prepared, and is not intended, for any other purpose. In the event that a third party asks to see this report, please ask for our consent
before releasing it.

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
St Albans
September 2006
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Appendix 1: Draft letter of representation
Dear Sirs
This representation letter is provided in connection with your audit of the financial statements of North London Waste Authority for the
year ended 31 March 2006 for the purpose of expressing an opinion as to whether the financial statements give a true and fair view of
the financial position of North London Waste Authority as of 31 March 2006 and of the results of its operations, other recognised gains
and losses and its cash flows for the year then ended in accordance with applicable accounting framework.
We confirm, to the best of our knowledge and belief, the following representations.
1) All the accounting records have been made available to you for the purpose of your audit and all the transactions undertaken by
the Authority have been properly reflected and recorded in the accounting records. All other records and related information,
including minutes of all management and shareholders meetings, have been made available to you.
2) We acknowledge our responsibilities for the design and implementation of internal control to prevent and detect fraud and error.
3) We have disclosed to you the results of our assessment of the risk that the financial statements may be materially misstated as a
result of fraud.
4) We are not aware of any significant facts relating to any frauds or suspected frauds affecting the Authority involving:
a. management
b. employees who have significant roles in internal control, or
c. Others where the fraud could have a material effect on the financial statements.
5) We have disclosed to you our knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s financial statements
communicated by employees, former employees, analysts, regulators or others.
6) We are not aware of any actual or possible instances of non-compliance with laws and regulations, the effects of which should be
considered when preparing financial statements
7) Where required, the value at which assets and liabilities are recorded in the balance sheet is, in the opinion of the Authority, the
fair value. We are responsible for the reasonableness of any significant assumptions underlying the valuation, including
consideration of whether they appropriately reflect our intent and ability to carry out specific courses of action on behalf of the
Authority. Any significant changes in those values since the balance sheet date have been disclosed to you.
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8) We confirm the completeness of the information provided regarding the identification of related parties, and the adequacy of
related party disclosures in the financial statements. We have made enquiries of any key managers or other individuals who are
in a position to influence, or who are accountable for the stewardship of the reporting entity and confirm that we have disclosed in
the financial statements all transactions relevant to the Authority and we are not aware of any other such matters required to be
disclosed in the financial statements, whether under FRS8 “Related party disclosures” or other requirements.
9) We confirm that we are of the opinion that the Authority is a going concern, that we have disclosed to you all relevant information
of which we are aware and which relates to our opinion, and that all relevant facts are disclosed in the financial statements.

We confirm that the above representations are made on the basis of adequate enquiries of management and staff (and where
appropriate, inspection of evidence) sufficient to satisfy ourselves that we can properly make each of the above representations to you.

Yours faithfully

Signed on behalf of the North London Waste Authority
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Deloitte & Touche LLP is a limited liability partnership registered in England and Wales with registered number OC303675.
A list of members’ names is available for inspection at Stonecutter Court, 1 Stonecutter Street, London EC4A 4TR, United Kingdom, the firm’s principal place of business
and registered office.
Tel: +44 (0) 20 7936 3000 Fax: +44 (0) 20 7583 1198.
Deloitte & Touche LLP is a member firm of Deloitte Touche Tohmatsu.
Deloitte Touche Tohmatsu is a Swiss Verein (association), and, as such, neither Deloitte Touche Tohmatsu nor any of its member firms has any liability for each other’s acts
or omissions. Each member firm is a separate and independent legal entity operating under the names “Deloitte”, “Deloitte & Touche”, “Deloitte Touche Tohmatsu”, or
other, related names. The services described herein are provided by the member firms and not by the Deloitte Touche Tohmatsu Verein.
Deloitte & Touche LLP is authorised and regulated by the Financial Services Authority
Member of Deloitte Touche Tohmatsu
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