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About this report

Thisreport has been prepared in accordance with theresponsibilitiesset out within the Audit Scotland’'sCode of Audit Practice (“the Code”).
Thisreportis forthe benefit of East of Scotland European Consortium (“the Consortium”) and ismade available to Audit Scotland and the Controller
of Audit (together “the Beneficiaries”). Thisreport hasnot been designed to be of benefit to anyone exceptthe Beneficiaries. In preparing thisreport
we have nottaken into account the interests, needsor circumstancesof anyone apart from the Beneficiaries, even though we may have been aware
that othersmightread thisreport. We have prepared thisreport for the benefit of the Beneficiariesalone.

Nothing in thisreport constitutesan opinion on a valuation orlegal advice.

We have not verified the reliability or accuracy of any information obtainedin the course of ourwork, otherthan in the limited circumstancesset outin
the introduction and responsibiliiessection of thisreport.

Thisreportis not suitable to be relied on by any party wishing to acquire rightsagainst KPMG LLP (otherthanthe Beneficiaries) forany purpose orin
any context. Any party otherthan the Beneficiariesthat obtainsaccess to thisreport ora copy (underthe Freedom of Information Act 2000, the
Freedom of Information (Scotland) Act 2002, through a Beneficiary’sPublication Scheme or otherwise) and choosesto rely on this report (or any part
of itydoes so at itsown risk. To the fullest extent permitted by law, KPMG LLP doesnot assume any responsibility and willnot accept any liability in
respect of thisreport to any party otherthan the Beneficiaries.

Complaints

If at any time you would like to discuss with us how our services can be improved orif you have a complaint about them, you are invited to contact
Andy Shaw, who is the engagement leader for our services to the Consortium, telephone 0131527 6673, email: andrew.shaw@kpmg.co.ukwho will
try to resolve your complaint. If your problemisnot resolved, you should contact Hugh Harvie, our Head of Audit in Scotland, either by writing to him
at Saltire Court, 20 Castle Terrace, Edinburgh, EH1 2EG orby telephoning0131 5276682 or email to hugh .harvie@kpmg.co.uk We will investigate
any complaint promptly and do what we can to resolve the difficulties. Afterthis, if you are still dissatisfied with how your complaint hasbeen handled
you can refer the matterto Russell Frith, Assistant Auditor General, Audit Scotland, 4th Floor, 102 West Port, Edinburgh, EH3 9DN.
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EXecutive summary

KBY MeSSades

Audit conclusions

Financial position

Wider scope

We intend to issue an unqualified audit opinion on the financial statements of East of Scotland European
Consortium (“the Consortium”) follow ing their approval by the Board.

We have concluded satisfactorily in respect of each of the significant risks and audit focus areas identified in the
audit strategy document.

The annual accounts, and governance statement w erereceived at the start of the audit fieldw ork.

We have no matters to highlight in respect of: unadjusted or adjusted audit differences or independence.

The eight authorities w ho formed the membership of the Consortium in 2016-17 each contributed a sum of
£6,750 to the costs of operation. This gave a total subscription for the 2016-17 financial year of £54,000. Total
expenditure for the year w as £69,041, thus the net position for the 2016-17 financial year w as a £14,509 deficit.

The total netassets reduced by £14,509 as a result of the deficit. The Consortium has a reasonable level of
usable reserves onw hich it can draw , and therefore the Consortium continues to operate as a going concern.

The Consortium falls under the small body provisions of the 2016-17 Code of Practice on Local Authority
Accounting in the United Kingdom (“the CIPFA Code”). We have therefore considered two areas as part of our
w ider scope work:

— financial sustainability; and
— the disclosures in the governance statement.

The Consortium faces financial challenges due to the pressure on public finances, which are likely to continue for
the foreseeable future. The Consortium also faces uncertainty due to the impact of Brexit, as some councils might
re-assesstheir membership. How ever, the Consortium currently has a reasonable level of usable reserves as
noted above.

The disclosures in the governance statement are appropriate and in line w ith the requirements of the Delivering
Good Governance in Local Government: Framework (2016) (“the Framework”).
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niroduction
SCoDe and fesponsiiies

Purpose of thisreport

Audit Scotland has appointed KPMG LLP as auditor of the Consortium in
accordance withthe Local Government (Scotland) Act 1973. The period of
appointment is 2016-17 to 2020-21, inclusive.

Our annual audit report is designed to summarise our opinions and conclusions
on significant issues arising from our audit. It is addressed to both those charged
w ith governance at the Consortium and Angus Council. The scope and nature of
our audit were setout in our audit strategy document w hichw as presented to the
Board at the outset of our audit.

Audit Scotland’s Code of Audit Practice (“the Code”) sets out the wider
dimensions of public sector audit w hichinvolves not only the audit of the financial
statements but also consideration of areas such as financial performance and
corporate governance.

Accountable officer responsibilities

The Code sets out the Consortium’s responsibilities in respect of:

—  corporate governance;

— financial statements and related reports;

—  standards of conduct for prevention and detection of fraud and error;
— prevention and detection of fraud and irregularities;

— financial position; and

— Best Value.

kPG

Auditor responsibilities

This report reflects our overall responsibility to carry out an audit in accordance
w ith our statutory responsibilities under the Act and in accordance with
International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board and the Code. Appendix one sets out how w e have met each of
the responsibilities set out in the Code.

Scope

An audit of the financial statements is not designed to identify all matters that
may be relevant to those charged w ith governance.

Weaknesses or risks identified are only those w hich have come to our attention
during our normal audit workin accordance withthe Code, and may not be all
that exist.

Communication by auditors of matters arising fromthe audit of the financial
statements or of risks or w eaknesses does not absolve management from its
responsibility to address the issues raised and to maintain an adequate system
of control.

Under the requirements of International Standard on Auditing (UK and Ireland)
(ISA”) 260 Communication with those charged with governance, w e are required
to communicate audit matters arising fromthe audit of financial statements to
those charged with governance of an entity.

This annual audit reportto members and our presentation to the Board, together
w ith previous reports to the Consortium's Policy Board throughout the year,
discharges the requirements of ISA 260.
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Financial posiion

This section of our report summarises the main features of the financial
statements and key movements fromthe prior financial year.

Consolidated income and expenditure statement
Incoming resources

The eight authorities w ho formed the membership of the Consortium in 2016-
17 each contributed an annual membership fee of £6,750 to the costs of
operations, giving a total subscription for the 2016-17 financial year of £54,000.
This matches the sum received in the previous year.

Resources expended

Total expenditure forthe year was £69,041, resulting in a deficit of £14,509,
being £4,587 (46%) higher than the deficit recorded in 2015-16. The increase
in staff costs was due to an increase in the salary costs of the policy officer of
4%. The remaining increase in expenditure is largely due to the fact that the
Consortium hosted an event at the Scottish Government to raise aw areness of
its activities during the year.

The Consortium has a reasonable level of usable reserves on w hichit can
draw, and therefore continues to operate as a going concern.

Consolidated income and expenditure statement

2016-17 2015-16
£ £
Incoming resources
Subscription income 54,000 54,000
Otherincome 0 979
Total incoming resources 54,000 54,979
Resources expended
Staff costs (35,309) (34,331)
Transport costs (11,339) (13,385)
Suppliesand services (17,228) (13,612)
Third party payments (5,165) (4,157)
Total resources expended (69,041) (65,485)
Financing and InvestmentIncome & Expenditure 532 584
Deficiton provision of services (14,509) (9,922)
Total comprehensiveincome and expenditure (14,509) (9,922)
Source: Draft financial statements 2016-17
5
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Financial position (continued

Balance sheet

Current assets

Cash and cash equivalents decreased by £11,321 (13%) compared to prior

year, w hichis due to a corresponding increase in expenditure.

Liabilities

Creditors increased by £3,188 (57%) compared to the prior year. This increase

is mainly due to an event organised by the Consortium at the Scottish

Government.

Balance Sheet

31/03/2017 31/03/2016

£ £
Current assets
Cash atbankandin hand 73,333 84,654
Liabilities
Creditors: amountsfalling due within one year (5,574) (2,386)
Net Assets 67,759 82,268
Usable Reserves 67,759 82,268
Total reserves 67,759 82,268

Source: Draft financial statements 2016-17

Going concern

Reserves decreased by £14,509, reflecting the 2016-17 deficit on the provision
of services. The Consortium had net assets of £67,759 as at 31 March 2017,
built up from subscription fees received in previous years, and has no
unusable reserves. One member, Aberdeenshire Council, has now left the
consortium w hichwill result in a reduction of £6,750 income in 2017-18, but
does not call into question the going concern of the Consortium in the short
term, as other members have indicated their commitment to continued
involvement despite the changes in leadership as a result of the May 2017
local elections.
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Fnanclal statements and accounting
Audit conclusions

Audit opinion

Our auditworkis complete. Following approval of the annual accountsby the Board we expect to issue an unqualified opinionon the truth and faimessof the state
of the Consortium’saffairs as at 31 March 2017, and of the result forthe yearthen ended.

There are no mattersidentified on which we are requiredto report by exception.

Financial reporting framew ork, legislation and other reporting requirements

The Consortium isrequired to prepare itsfinancial statementsin accordance with International Financial Reporting Standards, asinterpreted and adapted by the
CIPFA Code which governsthe format and content of local authorities annual accounts. Our audit confirmed that the financial statementshave been prepared in
accordance with the CIPFA Code and relevant legislation.

Statutory reports

We have notidentified any circumstancesto notify the Board that indicate a statutory report may be required.

Other communications

We did not encounter any significantdifficuliesduring the audit. There were no other significant mattersarising from the audit that were discussed, or subject to
correspondence with managementthat have not been includedwithin thisreport. There are no other mattersarising from the audit, that, inour professional
judgement, are significant to the oversightof the financial reporting process.

Audit misstatements

There were no audit misstatementsidentified during the audit.

Written representations

Our management representation letter containsour standard representations.
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Fnancial Statements and accounting

Audit conclusions (continued)

Materiality

We summarised our approach to materiality in our audit strategy document. On
receipt of the financial statements and follow ing completion of audit testing we

review ed our materiality levels and concluded that the level of materiality set at
planning w as still relevant.

We used a materiality of £1,380 w hich equates to 2% of 2016-17 expenditure.
We design our procedures to detect errors in specific accounts at a low er level
of precision. Our performance materiality was £1,035 We report all
misstatements greater than £69.

Forming our opinions and conclusions
In gathering the evidence for the above opinions and conclusions w e:

— communicated withthe EU Policy Officerto ensure that all key risk areas
w hichmay be view edto have an impact on the annual accounts had been
considered;

— review ed key governance and organisational documents, including minutes
of Board meetings, to inform our understanding of the control environment;

— performed substantive procedures to ensure that key risks to the annual
accounts have been covered;

— review ed estimates and accounting judgments made by management and
considered these for appropriateness, and

— considered the potential effectof fraud on the annual accounts through
discussions withthe EU Policy Officer.

Financial statements preparation

The Consortium prepares accounts in line withthe CIPFA Code. We are
satisfied that the financial statements have been prepared in line with this
Code.

Working papers w ere provided as agreed at the start of the audit fieldw orkon 2
August 2017. Draft accounts and the management commentary w erereceived
on 30June 2017. Audit queries were answ eredin a timely manner, with
supporting documentation and explanations provided as required.

Significant risks and other focus areas inrelation to the audit of the
financial statements

We summarise below the risks of material misstatement as reported w ithin the
audit strategy document.

Significant risks (page 9 of this report):

— fraud risk from management override of controls; and
— revenue recognition.

Other focus areas (page 10 of this report):

— financial sustainability.
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Hnancidl Statements and accounting

SIgNMCanss

SIGNIFICANT RISK

Fraud risk from managementov erride of
controls

Professional standardsrequire usto communicate
the fraud risk from managementoverride of
controlsas a significantrisk; as managementis
typically ina unique positionto perpetrate fraud
because of its ability to manipulate accounting
records and prepare fraudulent financial
statementsby overriding controlsthat otherwise
appearto be operating effectively.

OUR RESPONSE

Our audit methodology incorporatesthe risk of management
override asa default significantrisk. We did notidentify any
specific additional risks of managementoverride relatingto the
audit of the Consortium.

Strong oversight of financesby finance staff at AngusCouncil
providesadditional review of potential material errorscaused by
management override of controls.

In line with our methodology, we carried out substantive
proceduresovercash balances, accountingestimatesand other
material balancesincluding creditorsand cash and cash
equivalents.

AUDIT CONCLUSION

Our work did not identify any mattersthat
required adjustment in the financial
statementsor which require to be
brought to your attention.

Fraud risk from revenue recognition

Professional standardsrequire usto make a
rebuttable presumption that the fraudriskfrom
revenue recognitionisa significantrisk.

The Consortium receivesfundingrequisitionsfrom
Aberdeenshire Council, Falkirk Council, Fife
Council, Perth and Kinross Council, Stirling
Council, bundee City Council and Angus Council.
These are agreed in advance of the year. Thereis
no estimation or judgementin recognisingthis
stream of income and we do not regard the riskof
fraud to be significant.

We rebutted the fraud risk from revenue recognition.

We conducted substantive testing overincome by agreeing all
income received to original invoicesand to bankstatements.

Our work did notidentify any mattersthat
required adjustmentin the financial
statements. Revenue isappropriately
stated.

KPMG
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Fnancial Statements and accounting

Jther focus areas

OTHER AREA OF AUDIT FOCUS
Financial sustainability

Financial sustainability looksforward to
the mediumand longerterm to consider
whetherthe Consortium isplanning
effectively to continue to deliverits
strategy.

OUR RESPONSE

The Consortium receivesfundingrequisitionsfrom Aberdeenshire Council,
Falkirk Council, Fife Council, Perth and Kinross Council, Stirling Council,
Dundee City Council and AngusCouncil. The Consortium facesfinancial
pressures as a result of Councilswithdrawing fundingwith 12 months
notice. One council, Aberdeenshire, |eft the Consortium at the end of 2016-
17. The Consortium istrying to attract other organisationsto join as
associate members, with no voting rights, foran annual fee of £1,500.

The EU Referendum outcome could affect the Consortium’'sability to
continue asa going concern due to the potential reduced funding from the
EU; howeverthe impact of thisvote on the Consortium isstill in debate.

We have considered the financial sustainability of the Consortium inour
wider scope work which is detailed on page 13.

AUDIT CONCLUSION

We considerthat the Consortium is
financially sustainable. Thisassumes the
continuing membership and support of
the councils.
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Fnancial Stalements and accounting
\enagement reportng n financialstatements

REPORT

Management commentary

SUMMARY OBSERVATIONS

The Local Authority Accounts (Scotland) Regulations2014 require
the inclusion of a management commentary within the financial
statements, similarto the CompaniesAct requirementsfor listed
entity financial statements.

We are required to read the management commentary and express
an opinion asto whetheritisconsistent with the information
provided in the annual accounts.

AUDIT CONCLUSION

We are satisfied that the information contained
within the management commentary isconsistent
with the annual accounts.

Remuneration report

The Local Authority Accounts (Scotland) Amendment Regulations
2011 require local authoritiesin Scotland to prepare a
Remuneration Report aspart of the Annual Accounts. The
Consortium doesnot employ any staff and therefore the
requirementsof these regulationsare not applicable.

Not applicable.

Annual governance statement

The statement for2016-17 outlinesthe corporate governance and
risk management arrangementsin operationin the financial year. It
providesdetail on the governance frameworkof the Consortium
and of its host authority, AngusCouncil,and a review of
effectivenessof the governance and control systemsin operation.

We considerthe governance frameworkand annual
governance statementto be appropriate forthe
Consortium and thatitisin accordance with
guidance and reflectsourunderstanding of the
Consortium and of itshost authority.
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Fnancidl Statements and accounting

Jualitative aspects and future developments

Qualitative aspects

ISA 260 requires us to report to those charged w ith governance our view s
about significant qualitative aspects of the entity’s accounting practices,
including accounting policies, accounting estimates and financial statement
disclosures.

We consider the accounting policies adopted by the Consortium to be
appropriate. There are no significant accounting practices w hich depart from
w hatis acceptable under IFRS or the on Local Authority Accounting.

Financial statement disclosures w ere considered against requirements of the
on Local Authority Accounting, relevant legislation and IFRS. No departures
from these requirements w ere identified.

There were no new accounting standards adopted by the Local Authority
Accounting during 2016-17 w hich affected the Consortium .

There are no significant accounting estimates.

Financial statement disclosures w ere considered against requirements of the
on Local Authority Accounting, relevant legislation and IFRS. No departures
from these requirements w ere identified.

Future accounting and audit developments

CIPFA /LASAAC consulted on amendments to the on Local Authority
Accounting for IFRS 9 Financial instruments and IFRS 15 Revenue from
contracts with customers. A separate publication Forthcoming Provisions for
IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with
Customers in the Code of Local Practice on Local Authority Accounting in the
United Kingdom 2018/19 will be issued as a companion publication to the Code
setting out the approach to these tw o standards.

Other changes to the 2017 Code include an amendment to section 3.1
(Narrative Reporting) to introduce key reporting principles for the Narrative
Report, and updates to section 3.4 (Presentation of Financial Statements) to
clarify the reporting requirements for accounting polices and going concern
reporting.

IFRS 16 Leases willbring a significant number of operating leases onto the
balance sheet unless they are low value or have less than a year to run.
CIPFA/LASAAC willrevisit accounting for PFI liabilities w hich are currently
under finance lease accounting rules of IAS 17, whichis being replaced by the
new standard.

12
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WICEr Scope
AUt dmensions

As reported in our audit strategy document w e concluded that the Consortium
falls under the small body provisions of the Code of Audit Practice. Relevant
audit dimensions that w e considered as part of our wider scope w orkw ere as
follow s:

— financial sustainability; and
— the disclosures in the governance statement.
Financial sustainability

Financial sustainability looks forw ardtothe medium and longer term to
consider w hether the Consortium is planning effectively to deliver its services
in the w ay that they should be delivered.

As a result of a number of external factors it is difficult for the Consortium to
plan for the medium and longer term. The outcome of the EU referendum and
the impact that this could have on EU funding available to the Consortium
members in the futureis still uncertain. There have been a number of
changes in membership of the Policy Board as a result of the May 2017 local
elections. Ongoing budget pressures that local authorities in Scotland are
facing raise concerns about the perceived benefit of continued membership in
the Consortium: Aberdeenshire Council left at the end of the 2016-17 financial
year citing budget pressures as the main reason, and Stirling Council also
indicated an intention to leave, although this decision w as subsequently
reversed.

Subscription income w ill be £47,250 in future years assuming no changes in
membership or fee levels. Ongoing running costs of the Consortium: the
salary of the policy officer; Secretariat management fees; and external audit
fees are approximately £40,000 per annum, and additional expenditure is
required in order forthe Consortium to continue meeting its stated objectives.

kPMG

This demonstrates the need for the continued support of the councils to
secure the financial sustainability of the Consortium in the medium to longer
term.

An annual workplan is prepared by the Secretariat to support the
Consortium's key objective to enable collaboration betw een members on
shared European priorities. The w orkplan and budgets for 2017-18 and
2018-19 were approved by the Policy Board in March 2017.

Budgeted deficits on the provision of services, approved by the Policy Board
in March 2017, are £27,129 in 2017-18 and £28,508 in 2018-19. Planned
activities continue to exceed subscription income, albeit the budgets w ere
prepared witha view to tw o members leaving, meaning income will be higher
now Stirling Council has decided to continue its membership. The Consortium
plans to fund budgeted deficits through usable reserves, w hichw ere £67,759
as at 31 March 2017. These reserves are not significant and are unlikely to be
sufficientto fund the Consortium's objectives in the medium to longer term.

Conclusion

Although the Consortium is reliant on the subscription income of its seven
members, it has built up £67,759 reserves, and also has the ability to
control planned activities to be able to manage costs. The longer term
sustainability of the Consortium is dependent on the continued support of
its members, whichis likely to be influenced by the outcome of the UK
leaving the EU in 2019 as w ell as future elections.

13
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WIder Scope
Audit dmensions (continued)

Disclosures inthe governance statement

The Consortium is required under the Code to prepare and publish an Annual
Governance Statement (“AGS”) in accordance withthe Delivering Good
Governance in Local Government: Framework (2016) (“the Framework”).

The Framew ork defines the principles that should underpin the governance of
each local government organisation, and provides a structure to help
individual authorities w ith their approach to governance.

We review ed the Consortium's AGS in line withthe requirements of Chapter
Seven of the Framew ork. Although a requirement of the Framew ork is for an
authority to develop its ow n code of governance, the Consortium has noted
that it operates w ithin the principles of the Framew ork w hich have been
adopted by the host authority. We consider this to be appropriate given the
small size of the organisation.

Conclusion

The disclosures in the governance statement are considered to be
appropriate and in line with the requirements of the Framew ork.
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Appendix one

Mandated communications with the Poicy soard

MATTERS TO BE COMMUNICATED LINK TO POLICY BOARD REPORTS

Relationshipsthat may bearon the firm’sindependence and the integrity and objectivity of the audit
engagement partner and audit staff ISA 260 and Combined Code)

See appendixthree.

The general approach andoverall scope of the audit, includinglevelsof materiality, fraud risks, business
risks and audit responses and engagement letter (ISA 260)

Main body of thispaper.

Disagreement with management about mattersthat, individually orin aggregate, could be significant to the
entity’sfinancial statementsorthe auditor'sreport (ISA 260)

There were no such disagreements.

The potential effect on the financial statementsof any material risks and exposures, such as pending
litigation, thatare requiredto be disclosed in the financial statements(ISA 260)

There were no such mattersto report.

Audit adjustments, whetheror not recorded by the entity thathave, orcould have, a material effecton the
entity’sfinancial statements(ISA 260)

There were no audit adjustments.

The selection of, orchangesin, significantaccounting policiesand practicesthat have, orcould have, a
material effect on the entity’sfinancial statements(ISA 260)

Accounting policesand practicesselected by the
Consortium are appropriateand inline with the Local
Authority Code of Practice.

The auditor'sview on valuationsand related disclosures (ISA 260)

Thisis notapplicable forthe Consortium.

Material uncertaintiesrelated to eventsand conditionsthat may cast significant doubt on the entity’sability
to continue asa going concern (ISA 260)

We have reviewed management’'sassessment that the
Policy Board isa going concern and agree with this
assessment.

Expected modificationsto the auditor'sreport (ISA 260)

There are no modificationsto the auditor'sreport.

Othermatterswarranting attention by those charged with governance, such aseffectivenessofinternal
controlsrelevant to financial reporting, material weaknesses in internal control, questionsregarding
management integrity, and fraud involving management(ISA 260 and ISA 240)

There are no such mattersto report.
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Appendix two

Appointed audiors responsiiites

AREA

Statutory duties

APPOINTED AUDITOR'S RESPONSIBILTIES

Undertake statutory duties, and comply with professional
engagement and ethical standards.

HOW WE'VE MET OUR RESPONSIBILITIES

We have undertaken our statutory dutiesand
compliedwith professional and ethical standards.
Our independence letterisat appendix three.

Financial statements and related
reports

Provide an opinionon audited bodies financial statementsand,
where appropriate, the regularity of transactions.

Page 3 summarises the opinion we expect to
provide.

Financial statements and related
reports

Review and report on, as appropriate, otherinformation such as
annual governance statements, management commentaries, and
remunerationreports.

Page 12 reports on the otherinformation contained
in the financial statements, covering the annual
governance statement, management commentary
and remuneration report.

Financial statements and related
reports

Notify the Auditor General or Controller of Audit when
circumstancesindicate that a statutory report may be required.

No notificationsto Controller of Audit required.

Corporate governance

Participatein arrangementsto cooperate and coordinate with
other scrutiny bodies.

Page 11 sets out ourconclusion on these
arrangements.

Wider auditdimensions

Demonstrate compliance with the wider public audit scope by

reviewing and providing judgementsand conclusionson the

audited bodies:

— financial positionand arrangementsfor securing financial
sustainability; and

— governance arrangementsas disclosed in the Annual
Governance Statement

Our consideration of the widerdimensionsis
outlinedon pages13-14.
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Appendix three

AUCITor Independence

Assessment of our objectivity and independence as auditor of the Consortium

Professional ethical standardsrequire usto provide to you at the completion stage of the
audit a written disclosure of relationships(including the provision of non-audit services)
thatbearon KPMG LLP’sobjectivity and independence, the threatsto KPMG LLP’s
independencethat these create, any safeguardsthat have been putin place and why they
address such threats, togetherwith any otherinformation necessary to enable KPMG
LLP’s objectivity and independence to be assessed.

Thisletterisintended to comply with thisrequirement and facilitate a subsequent
discussion with you on auditindependence and addresses:

General procedures to safeguard independence and objectivity,

Independence and objectivity considerationsrelating to the provision of non-audit
services; and

Independence and objectivity considerationsrelating to other matters.

We will communicate any significant judgementsmade about threatsto objectivity and
independence and the appropriatenessof safeguards putin place.

General procedures to safeguard independence and objectivity

KPMG LLP is committed to being and being seen to be independent. As part of our
ethics and independence polices, all KPMG LLP partners and staff annually confirm
their compliance with our ethics and independence polides and procedures
induding in particular that they have no prohibited shareholdings. Our ethics and
independence polides and procedures are fully consistent with the requirements of
the FRC Ethical Standards. As a result we have undedying safeguardsin place to
maintain independence through:

Instilling professional values;

Communications;

Internal accountability;

kPG

Risk management; and

Independent reviews.
We are satisfied that our general procedures support our independence and
objectivity.

Independence and objectivity considerations relating to the provision of non-
auditservices

We have considered the fees charged by usto the Consortium for professional services
provided by usduring the reporting period. We have detailed the feescharged by usto the
Consortium for significant professional servicesprovided by usduring the reporting below,
aswell as the amountsof any future serviceswhich have been contracted orwhere a
written proposal hasbeen submitted. Total feescharged by usforthe period ended 31
March 2017 are £2,290. There are no non-audit feesin respect of the period ended 31
March 2017.

Independence and objectivity considerations relating to other matters

There are no other matters that, in our professional judgment, bear on our
independence which need to be disclosed tothe members.

Confirmation of auditindependence

We confirm that as of the date of this letter, in our professional judgment, KPMG LLP is
independent within the meaning of regulatory and professional requirements and
the objectivity of the partner and audit staffisnotimpaired.

This report is intended solely for the information of the members and should not be
used for any otherpurposes.

We would be very happy to discuss the matters identified above (or any othermatters
relating to our objectivity andindependence) should you wish to do so.

Yours faithfully

KPMG LLP

20
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The contacts at KPMG
in connection with this
report are:

Andy Shaw
Director

Tel: 01315276673

Rachel Slaski
Engagement Manager

Tel: 0131527 6831

kpmg.com/socialmedia kpmg.com/app Flavia Czika

+ Ll #  pDownload on the -
m n E ‘ App Store Associate
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