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PURPOSE AND DECISION REQUIRED

1.1 The purpose of this paper is to inform the Committee of the Annual Audit Fee
proposed by KPMG for the audit of the Corporation and Group Financial
statements for the year ending 31 March 2010, and also the assessment and
inspection element of the Comprehensive Area Assessment Fee from the Audit
Commission. Letters from KPMG and the Audit Commission are attached.
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BACKGROUND

2.1 In previous years the proposed audit fee from KPMG has been presented to the
Audit Committee as part of a joint Audit and Inspection Plan issued by the Audit
Commission. This year, KPMG have issued a letter regarding the proposed
audit fee for the financial statements audit and Use of Resources, and the Audit
Commission have separately issued a letter regarding the assessment and
inspection element of the Comprehensive Area Assessment Fee.
2.2 The proposed inspection fee from the Audit Commission is £19,956, compared
with £36,200 for 2008/09. The reduction is due to the introduction of the
Comprehensive Area Assessment framework, which provides for a more
proportionate and risk based approach to inspection.
2.3 The proposed indicative fee for the audit of the Group and Corporation
accounts, including Use of Resources, for the year ended 31 March 2010 is
£383,500. This has been held at the same level as the base fee for the year
ended 31 March 2009, and was broadly the same in each of the two previous
years. In previous years, KPMG have been able to offset inflationary increases
with a reduction in audit work through efficiencies in order to hold the fee level.
2.4 Within the overall audit fee, KPMG have proposed an increase in the fee for
audit of the financial statements, and a decrease in the fee for the Use of
Resources assessment. The proposed increase in the fee for audit of the
financial statements relates to increased audit work in a number of areas.
There is no inflationary increase within the proposal.
2.5 The major area of budgeted increase in hours relates to audit of the notes to the
group accounts as time taken to audit the notes has increased in the past year
due to the expansion of the number of companies in the group, and increased
disclosure requirements in respect of financial assets and liabilities. Note
disclosures will increase further for 2010 due to the adoption of IFRS for PFI
transactions.
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2.6 KPMG have not proposed an increase in the audit fee for the Whole of
Government Accounts submission, although this is required to be IFRS
compliant for 2010. They will be required to audit any estimated IFRS
adjustments required for the WGA return, and the assumption is that this work
will be carried out as part of the financial statement audit.
2.7 KPMG are also required by the Audit Commission to carry out one-off exercises
from time to time. For example, in 2009 completion of a treasury management
workbook was mandated, after preparation of audit budgets and fee proposals.
Those costs were absorbed by KPMG and no additional audit fee was sought
for this work.
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RECOMMENDATION

3.1 The Audit Committee is asked to NOTE the fee proposals and make any
comments as appropriate.
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CONTACT

4.1 Contact:
Email:
Phone:

Stephen Critchley, Chief Finance Officer
StephenCritchley@tfl.gov.uk
020 71264871
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